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Federal Tbade Commission, 

Washington^ November &S, 1921. 

To THE FbESIDENT OP THE SeNATE. 

SiK : The Federal Trade Commission submits herewith Part II of 
a report on the Pacific Coast Petroleum Industry, pursuant to Senate 
resolution 138, Sixty-sixth Congress, first session. 

This part deals with prices and competitive conditions, especially 
in the Pacific coast region. Part I, which was submitted to the 
Senate on May 2, 1921, discussed production, ownership, and profits. 
These two parts cover the information requested in the Senate reso- 
lution directing the investigation. 

The more important facts developed in this part of the report may 
be concisely stated as follows : 

(1) Five large companies, viz, the Standard Oil Co. (California), 
the Union Oil Co. of California, the Associated Oil Co., the Shell 
Co. of California, and the General Petroleum Corporation, produce 
and purchase the bulk of the crude petroleum produced in Califor- 
nia, and refine and market most of the petroleum products sold in 
the Pacific coast territory, which includes the States of California, 
Oregon, Washington, Arizona, Nevada, and a part of western Idaho. 
In 1919 the crude petroleum production and purchases of these com- 
panies constituted over 80 per cent of the total production in Cali- 
fornia, while they refined and marketed fully 90 per cent of the 
petroleum products obtained therefrom. 

(2) The Standard Oil Co. is the most important factor both in 
the production and purchase of crude petroleum and in the sale of 
petroleum products. The prices announced by the Standard for the 
purchase of crude petroleum and for the sale of petroleum products 
are generally followed by the other California companies. 

(3) Tne prices of crude petroleum declined during 1914 and the 
early part of 1915, and profits in the crude-petroleum producing busi- 
ness of California were low, but beginning in the latter part of 1915 
and continuing until 1920 prices advanced rapidly, and this branch 
of the industry, became very profitable. The prices of heavy crude 
petroleum, for example, increased from $0.35 per barrel in January, 
1914, to $1.60 per barrel by the end of 1920. 

(4) The Standard Oil Co.'s fuel-oil prices are based upon the 
prices named by it for the purchase of heavy crude petrofeum, to 
which are added its transportation and handling charges. The price 
of fuel oil at refineries on San Francisco Bay increased from $0.80 
per barrel in January, 1914, to $2 by December, 1920. 

(5) The retail price of gasoline at San Francisco increased from 
15.5 cents per gallon in January, 1914, to 27 cents per gallon before 
the end of 1920. The wholesale tank-wagon price of kerosene at San 
Francisco remained at 9 cents per gallon from January, 1914, to 
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August, 1918, after which time it advanced rapidly to 16.5 cents by 
the end of 1920, Kerosene price changes are influenced largely by 
conditions in the export market. While the increases in the prices 
of these refined products were not so marked as the advances in crude 
prices, owing chiefly to less pronounced increases in transportation, 
refining, anS marketing costs, the refining and marketing depart- 
ments of the large companies during the later years of this period, 
especially in 1919, made on the average much higher rates of profit 
on investment. 

(6) From 1916 to 1920, a period of marked price advances, the 
wholesale prices of the large marketing companies for gasoline and 
en^ne distillate sold to garages and ouier resellers were practically 
uniform, as were also the retail prices at their own service stations. 

(7^ There was keen competition in the sale of gasoline in Cali- 
forma during 1914 and part of 1915, which led the small refining and 
marketing companies in Los Angeles and vicinity to organize the 
Independent Petroleum Marketers Association. In 1916 the Union 
Oil Co. and the General Petroleum Co. became members of this asso- 
ciation, and in November, 1920, the Associated Oil Co. also joined. 
The Standard Oil Co. and the Shell Co. were the only large Cali- 
fornia marketing companies that did not become members of this 
association. Since September, 1915, members of this association have 
agreed among themselves to maintain the prices announced by the 
Standard Oil Co., and in order to m'aintain these prices they adopted 
the same differentials and classifications of customers as were used 
by the^ Standard. They listed and, pursuant to agreement, refused 
to sell retailers who sold below the agreed price until such retailers 
maintained list prices. The association also prepared a list of rec- 
ognized peddlers to which no new names were to be added. 

(8) During the period 1915-1919 the Los Angeles district sales 
manager of the Standard Oil Co. was promptly informed by a mem- 
ber of the Independent Petroleum Marketers Association of all 
important understandings and agreements affecting price mainte- 
nance reached by that association, and this information was promptly 
forwarded to the Standard's main office, which was also advised h&w 
well these agreements were carried out, thereby placing the Standard 
in a better position to know when a new price advance would be 
followed. 

(9) Since the fall of 1915 certain sales managers and local repre- 
sentatives of certain large marketing companies, particularly oi the 
Standard Oil Co. and the Union Ou Co., frequently conferred, and 
usually arrived at an understanding, as to the differentials in the 
prices to be chareed to individual customers and to various classes 
of purchasers. Residents of the Standard Oil Co. and of the Asso- 
ciated Oil Co. deny that these practices were either consented to or 
known by the higher officials of their respective companies. 

(10) The Royal Dutch-Shell combination controls about 2^ per 
cent of the crude petroleum output of the United States, and accord- 
ing to current reports is now about to acquire the Union Oil Co. 
(iJelaware), which would increase its control to about 3 per cent 
of the total production of this country.^ 

* The Shell-Union Oil Corporation was Incorporated in Delaware, February 8, 1922, to 
take over the properties of these two interests. The Dutch-Shell interests own 72 per 
cent and the Union oif Delaware interests 28 per cent of the stock of the new company. 
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(11) The Standard Oil interests occupy the same dominant posi- 
tion in the petroleum industry of the United States as in California, 
and usually take the initiative in price changes. The companies 
which were separated by the dissolution decree of 1911 do not com- 
pete or invade each other's marketing territory to any important 
extent. Recently a revival of the policy of absorbing independent 
petroleum interests has been made evident by the acquisition by 
elements of the Standard group of a substantial control over the 
Humble Oil & Refining Co., the Midwest Refining Co., and the Sin- 
clair Pipe Line Co. 

Upon information that the Standard Oil Co. (California) had 
acquired or was acquiring an interest in the Pacific Oil Co., inquiry 
was made by the Commission of the Standard as to the truth of this 
report, to which inquiry K. R. Kingsbury, president of that com- 
pany, replied in part as follows : 

A material part of the production from the lands owned by Pacific Oil Com^ 
pany has for many years been delivered to our company under contract for 
use in our refineries. W^lth the knowledge tiiat the control of Pacific Oil Com- 
pany was sought by foreign interests, which if effected would have undoubtedly 
resulted in the loss of this oil to us, we deemed it important to further the 
maintenance of an American ownership of this company. We also knew that 
these same foreign interests, which operate in Gallfomia, were also negotiating 
for an interest in an important California Oil company with which they are 
in competition. These negotiations have since been consummated. 

In view of this situation, the Standard Oil Company (California) entered 
upon the acquisition of a minority interest of Pacific Oil Company stock and 
now owns less than twenty per cent of that stock. No purchases of the stock 
have been made by us for some months past. 

Mr. Kingsbury's statement that " control of the Pacific Oil Co. 
was sought by foreign interests," referred to the Royal Dutch-Shell 
group. 

Inquiry was made of the Royal Dutch-Shell group by the Com- 
mission whether it had acquired or was acquiring any interest in the 
Pacific Oil Co., to which Gen. Avery D. Andrews, representative of 
the Royal Dutch-Shell group, replied as follows : 

Replying to your telegram November twenty-first received twenty-second I 
am now authorized to state that the Dutch Shell interests by which I mean 
Royal Dutch Petroleum Company of HoUand and Shell Transport and Trading 
Company of London and their subsidiary companies do not own and are not 
now acquiring Pacific Oil Company stock. 

(12) This dominant position of the Standard group in the pe- 
troleum industry of the United States is due not merely to the 
magnitude of its various units with respect to production and capital 
investment, but also because of its solidarity, arising apparently 
from an interlocking stock ownership resting largely m the hands 
of a few great capitalists and its great financial resources and credit. 

Kespectf ully, 

Huston Thompson, Chairnum. 
Nelson B. Gaskhx. 
Victor Murdock. . 
John F. Nugent. 



SUMMARY. 



SCOPE OF PART II. 

This part of the report on the Pacific Coast Petroleum Industry 
discusses prices, marketing methods, and competitive conditions. 
Part I dealt with production, ownership, and profits. These two 
volumes cover the information requested in Senate resolution 138, 
Sixty-sixth Congress, first session, which directed the Commission to 
make an inquiry into the various branches of the Pacific coast petro- 
leum industry. 

This part of the report presents price statistics for crude petroleum, 
fuel oil, gasoline, and kerosene, describes the marketing agencies by 
which they are distributed to the consumer, shows the importance of 
each of the five large oil companies in the sale of the principal pe- 
troleum products, and presents in considerable detail the conditions 
of competition in the sale of the different petroleum products in the 
domestic marketing territory. 

PRODUCTION, CONSUMPTION, AND PRICES OF CRUDE PETROLEUM. 

There was an overproduction of crude petroleum in California 
irom 1910 to the end of the first quarter of 1915, while the annual con- 
sumption exceeded production in that State from 1915 to the end of 
1920. Since the beginning of 1921 production has again exceeded 
consumption. During the period 1910 to the middle of 1915 the 
quantity of crude petroleum held in storage increased from about 
19,700,000 barrels on January 1, 1910, to a maximum of almost 
60,800,000 barrels at the end of the first quarter of 1915, after which 
it declined until at the end of 1920 stocks were only slightly greater 
than they were 11 years earlier; while during the first three quarters 
of 1921 tne quantity held in storage increased 12,000,000 barrels. For 
the 11-year period 1910-1920 production and consumption were al- 
most equal, the excess of production being only about 2,240,000 bar- 
rels. While the quantity m storage was slightly larger at the end of 
1920 than it was January 1, 1910, it was only sufficient to supply the 
demand for 2.3 months as compared with a storage supply sufficient 
for 3.6 months at the beginning of 1910. During the period 1910- 
1920 the quarterly production and consumption fluctuated consider- 
ably^, but both were much larger at the end of the period than at the 
beginning. Production increased 79 per cent, while consumption 
showed a gain of 83 per cent. 

In the purchase of crude petroleum and in the sale of fuel oil 
and refined petroleum products the bulk of the business is handled 
by the following five large companies: Standard Oil Co. (Cali- 
fornia), Union Oil Co. of California, Associated Oil Co., General 
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Petroleum Corporation, and the Shell Co. of California. For the 
period 1916-1918 these five companies produced and purchased from 
76 per cent to 80 per cent of the crude petroleum produced in Cali- 
fornia during those years; while during the same period the above- 
named five companies, together with the Southern ^I^acific and Santa 
Fe Bailroads, produced and purchased from almost 89 to about 92 per 
cent of the California production. The remainder, which declined 
from slightly more than 11 per cent in 1916 to only about 8 per cent 
in 1918, was largely produced or purchased by the small refiners in 
Southern California. The California oil fields are so far removed 

feographically from other crude petroleum producing sections of the 
Fnited States that there was no competition from refiners outside of 
California for this crude, while refiners in California were wholly 
dependent upon production within the State for their supply. 

The price announced by the Standard Oil Co. for the purchase 
of crude petroleum at the producers' tanks in the oil fields is con- 
sidered the market price, and the other large marketers name the 
same price. Even tne Union Oil Co., which is the second largest 
factor in the petroleum business of the Pacific coast, names the 
Standard's price in its contracts as the price to be paid to the land- 
owners from whom it purchases royalty oil, and the members of the 
Independent Oil Prooucers' Agency settle with the Union on the 
basis of the Standard's price. 

As a rule the price of crude petroleum has increased when consump- 
tion exceeded production and has decreased when production ex- 
ceeded consumption. The prices of heavy crude petroleum have 
sometimes advanced when light crude prices have declined and vice 
versa, due to the varying relations between the supply and demand 
for the products of these two grades. The prices of heavy crude are 
influenced by conditions in the fuel-oil market, while those for light 
crude petroleum are largely determined by the relations between the 
supply of light crude and tne demand for refined petroleum products. 
The heavy crude is under 18® Baume, while the 24° Baume crude is a 
representative light crude.^ The prices of both of these grades of crude 
petroleum declined very rapidly the last half of 1910 and remained 
very low until the latter part of 1915, after which time there was a 
steady advance until the end of 1920. These high prices were in 
effect from July 10, 1920, to May 13, 1921 ; on this latter date a reduc- 
tion of $0.25 per barrel was made and on August 3, 1921, there was 
a second reduction of $0.25 per barrel on all grades. From 1914 to 
1920 the prices of crude under 18° Baume increased from $0.35 to 
$1.60 per barrel, or 357 per cent, and the 24° Baume crude increased 
from $0.55 to $1.88 per barrel, or 242 per cent. As shown in Part I, 
the cost of production of crude petroleum increased greatly from 
1914 to June 30, 1919,^ but not to as great an extent as the advance 
in prices, consequently the profits from crude petroleum production 
were much larger, particularly in 1918 and the first half of 1919, than 
they were durmg 1914 and 1915. The advance in crude prices which 

^ The crude petroleum coming from different wells in the same field varies somewhat In 
respect to specific gravity. Tests to indicate the specific gravity are made with the use 
of a hydrometer, the result being stated according to the aroitrary empirical Baum6 
scale at 60" F. temperature. A Baum6 test of 1 8 *" Indicates a specific gravity of 0.9459 
and of 24" a specific gravity of 0.9091 ; in other words, the heavier crudes have a lower 
number on the Baum6 scale. 

• Part I, p. 126. 
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betran the latter part of 1915 caused an increase in the rate of eaminscs 
in the crude petroleum producing business for each succeeding yeir 
from 1915 to the end oi the first half of 1919. The average rate of 
earnings on the net investment in the producing business was 7.6 per 
cent in 1914 and only 4.4 per cent in the low price year of 1915 ; while 
in 1918 the average rate had increased to 24.4 per cent and to 26.7 per 
cent for the first half of 1919.* The Commission has no information 
regarding the costs or earnings of the producing business since June 
30, 1919; but crude prices were advanced more in 1920 than in any 
other year since 1914. 

CONSUMPTION AND PRICE OF FUEL OIL. 

A considerable part of the crude petroleum produced in California 
is sold directly to the fuel-oil consumers without refining, and the 
remainder is consumed within the State by^ petroleum refineries. 
During the period 1914-1919 the crude petroleum consumed as fuel 
without refining and the refinery residuum sold in the domestic mar- 
ket was almost all distributed in the States of Arizona, California, 
Nevada, Oregon, Washington, and in a small part of western Idaho^ 
while shipments were regularly made to Alaska and Hawaii and 

?uite large quantities exported to British Columbia, Panama, and 
!hile. In 1919 the quantity of fuel oil sold by the five large market- 
ing companies was equal to almost 54 per cent of the total crude 
petroleum production of California for that year. 

In 1919 fuel oil was largely sold under yearly contracts, but in 
the earlier years such contracts frequently covered a period of sev- 
eral years. The contracts formerly specined a price for the term of 
the contract, but in recent years most contracts state that settlement 
shall be made at the price current at place and date of delivery. 
The current market price is frequently defined as the price announced 
by the Standard Oil Co. for crude petroleum under 18° Baum^ at the 
producers' tanks in the oil fields, plus transportation charges which 
are specified in the contract. During most of the period the large 
marketing companies have added a pipe-line charge of $0.85 j)er 
barrel, and also an additional charge tor handling, to the field price 
of crude under 18° Baum6 for delivery to San Francisco Bay renner- 
ies. As shown in Part I, Chapter Vll, the cost of pipe-line trans- 
portation was generally much lower than transportation rates during 
the period 1914-June 30, 1919.* 

The price of fuel oil at the refineries on San Francisco Bay de- 
creased from $0.80 per barrel in January, 1914, to $0.60 per barrel 
in August, 1916 ; and then increased steaaily to $2 per barrel in De- 
cember, 1920, or an increase of 160 per cent from 1914^-1920. At 
Seattle the price decreased from $0.96 in January, 1914, to $0.75 per 
barrel in August, 1915, after which time it increased to $2.25 per 
barrel at the end of 1920, or an increase of 137 per cent from 1914 to 
1920. The smaller percentage of increase of fuel oil prices delivered 
at Seattle and of fuel oil prices at San Francisco Bay refineries as com- 
pared with the field price of heavy crude petroleum from 1914-1920 
was due to the fact that, although the amount of increase was practi- 

■■■ . . — — — — — — — — ^— ^— — — — — — 

> Part I, p. 146. 
*Part I, p. 261. 
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cally the same, the transportation charee either remained unchanged 
or was only slightly increased. On May 13, 1921, and again on 
August 3, 1921, the prices of both heavy crude petroleum and fuel oil 
were reduced $0.25 per barrel. 

At times there was some fluctuation in the ma^n between the 
field price of heavy crude and the San Francisco Bay refinery and 
Seattle prices of fuel oil, but on the whole the price of fuel oil at 
these cities has corresponded quite closely with the price of the heavy 
grade of crude when allowance is made for transportation and han- 
dling charges. During the period of overproduction of heavy crude 
petroleum m California in 1914 and 1916 there was some complaint 
of price cutting in the sale of fuel oil among the large companies, 
particularly in the Seattle district. * Beginning in 1916 and continu- 
ing through 1920 the announced market prices were very generally 
maintained. 

In 1918 about 88 per cent of the fuel oil sold by the five large 
marketing companies was for domestic consumption and the remain- 
ing 12 per cent' was exported, and in 1919 almost 89 per cent of the 
quantity sold was in the domestic market and the remaining 11 per 
cent exported. 

In 1919 the Standard Oil Co. and the Union Oil Co. together sold 
60 per cent of the total quantity of fuel oil marketed in the domestic 
market by the five large companies. The Standard's proportion of 
the total was 27 per cent and the Union's 23 per cent. The Asso- 
ciated Oil Co. furnished 22 per cent of that quantity, the General 
Petroleum Corporation 19 per cent, and the Shell Co. 9 per cent. 
The Union Oil Co. was the largest exporter of fuel oil throughout 
the period 1914^1919, the Standard Oil Co. was the second largest 
factor in the export market, while export sales of the other three 
large companies were almost negligible. The Union Oil Co.'s pro- 
portion of the total quantity exported during the period 1914-1919 
varied from 64 to 71 per cent, while the Standard's percentage varied 
from 25 to 46 per cent. 

DISTRIBUTION OF REFINED PETROLEUM PRODUCJTS. 

The domestic Pacific coast marketing territory for gasoline, kero- 
sene, and other refined petroleum products constitutes a strictly con- 
tiguous geographic unit, which in all but one instance is bounded by 
State lines. This marketing area includes the States of Arizona, 
California, Nevada, Oregon, Washington, and a small section of 
western Idaho. This is the same territory as that in which the 
Standard Oil Co. (California) distributed its products when it was 
a subsidiary of the Standard Oil Co. (New Jersey) prior to the dis- 
solution of the latter company in 1911. Shipments are also made to 
Alaska and our Pacific insular possessions, and exports are made to 
British Columbia, the Orient, and the west coast of South America. 

At the present time four of the five large companies, viz, the 
Standard Oil Co., the Union Oil Co., the Associated Oil Co., and the 
Shell Co., sell gasoline, engine distillate, kerosene, and other refined 
petroleum products at wholesale to garages, or other distributors, 
and at retau from their own service stations directly to the consumer. 
The General Petroleum Corporation sold only at wholesale, and it 
was not a factor in the wholesale market for refined products prior. 
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to 1919. In Los Angeles and vicinity there are several small refiners 
and marketers most of whom are members of the Independent Pe- 
troleum Marketers Association that sell both at wholesale and retail. 

The Standard Oil Co. is the only California company that sold its 
products in all of the States which comprise the Pacific coast terri- 
tory. The Union Oil Co. is the only other California company that 
sold in Arizona, and the Standard and Shell are the only large Cali- 
fornia companies that made sales in western Idaho. 

During the period 1914-1919 there was a large increase in the pro- 
portion of the sales of gasoline made bv the five large marketing 
companies directly to the consumer. The Standard Oil Co. first 
began selling gasoline at retail during the last quarter of 1914, and 
at the beginning of 1920 approximately 48 per cent of its gasoline 
was sold directly to the consumer. The sales of the Union Oil Co., 
Associated Oil Co., and the Shell Co. were largely made directly to 
the consumer. 

During the period 1914-1919 the Standard Oil Co. sold larger quanti- 
ties of refined products than any other company in the Pacific coast 
domestic marketing territory, and the Union Oil Co. was the second 
largest marketer. In 1919 tne Standard sold over 60 per cent of the 
combined quantity of the domestic sales of gasoline sold by the five 
large companies, about 43 per cent of the engine distillate, over 78 
per cent of the kerosene, 73 per cent of the lubricating oils, and about 
39 per cent of the gas oil. 

The Standard and Union together sold almost 83 per cent of the 

fasoline, 73 per cent of the engine distillate, about 97 per cent of the 
erosene, 89.5 per cent of the lubricating oils, and 49 per cent of the 
gas oil sold by the five large companies. These two companies sold 
approximately 80 per cent of the refined products sold by the five 
large companies and over 70 per cent of the total sales or all com- 
panies in the Pacific coast territory. 

In the domestic market the Associated Oil Co. was the third largest 
marketer of refined products, the Shell Co. fourth, while the sales of 
the General Petroleum Corporation were fifth in volume. The As- 
sociated Oil Co. sold about 12 per cent of the quantity of gasoline 
sold by the five large companies, over 17 per cent of the engine dis- 
tillate, only about 2 per cent of the kerosene, and slightly less than 
1.5 per cent of the lubricating oil, while these three companies com- 
bined sold 17 per cent of the gasoline, 27 per cent of the engine dis- 
tillate, only 3 per cent of the kerosene, 10.5 per cent of the lubricating 
oils, and 51 per cent of the gas oil sold. The combined quantities 
of refined products sold by these three companies in 1919 was about 
20 per cent of the total quantity marketed m the Pacific coast terri- 
tory, while the five large companies sold 90 per cent of that total. 

tn 1919 the combined quantity of domestic sales of gasoline made 
by the five large marketing companies was 93.5 per cent of the 
total and export sales 6.6 per cent, and almost 99 per cent of the 
engine distillate was sold in the domestic market. The quantity of 
kerosene exported was slightly less than 74 per cent of the total and 
only a little more than 26 per cent was sold in the domestic market; 
for lubricating oils over 75 per cent was sold in the domestic market, 
about 93 per cent of the gas oil was sold to the domestic trade and 
less than 7 per cent was exported. 

80771'*— 22 2 
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The Standard Oil Co. made the bulk of the sales for the export 
trade during the period 1914r-1919. In 1919 it sold for export 75 per 
cent of the gasoline exported by the large marketers, the Associated 
Oil Co. furnishing 16 per cent, the Shell Co. 6 per cent, and the 
Union Oil Co. only 3 per cent. The Standard sold for export 68 
per cent of the engine distillate exported, the Associated 25 per cent, 
and the Union 7 per cent. The Standard made 92 per cent of the 
sales of kerosene for export, the Shell Co. 7 per cent, and the Union 
only 1 per cent. Of the lubricating oils exported the Standard sold 76 
per cent, the Shell 21 per cent, and the Union 3 per cent. 

GASOLINE AND KEROSENE PRICES. 

The bulk of the gasoline and kerosene produced in California is 
refined on San Francisco Bay and in the vicinity of Los Angeles, and 
shipments are made from these two points to the other parts of the 
Pacific coast territory. Except for a few months in the early part of 
1914 the retail prices of gasoane were the same at San Francisco and 
Los Angeles. 

The retail price of gasoline declined from 14J cents per gallon in 
Los Angeles and 15^ cents in San Francisco in January, 1914, to 11 
cents per gallon at both cities in July, 1915, after which there was a 
continuous increase to 27 cents per gallon by the end of 1920. On 
May 13, 1921, and again on August 3^ 1921, the price of gasoline was 
reduced 2 cents per gallon at both cities, making the retail price 23 
cents per gallon on the latter date. The price movement m other 
parts of the Pacific coast territory was similar to that in San Fran- 
cisco and Los Angeles. Beginning in October, 1914, the Standard Oil 
Co. began to sell gasoline directly to the consumer from its own serv- 
ice stations, and it fixed the margin between its retail and wholesale 
price of gasoline at 2 cents per gallon. 

The wholesale tank-wagon price of kerosene in San Francisco re- 
mained at 9 cents per gsalon from January, 1914, to August, 1918, 
after which time it advanced steadily to 16^ cents per gallon by the 
end of 1920. In June, 1921, the price was decreased to l^ cents. The 
price of kerosene has been influenced more by the export demand than 
by the domestic demand, because the bulk of kerosene is exported. 

The five large companies sold their crude petroleum either as re- 
fined petroleum products or as fuel oil. During the period 1914- 
June 30, 1919, their earnings on the net investment for all branches 
of the petroleum business increased greatly. In 1914 the average 
earnings on the net investment for the three companies then operating 
was 8.3 per cent, and in 1915 the average rate of earnings tor four 
companies was 7 per cent. After prices began to advance there was 
an increase in the average rate of earnings for the five large com- 

Eanies from 14.4 per cent in 1916 to 26 per cent in 1918, while for the 
rst half of 1919 the average rate was 23.6 per cent. 

OOMPETinVB CONDITIONS IN THE SALE OF REFINED PRODUCJTS. 

In 1914 and the first half of 1915 there was an excess of crude 
petroleum production over consumption in California, and large 
quantities were placed in storage, consequently the prices of crude 
aeclined greatly and active competition developed, particularly in 
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the sale of gasoline. This competition was especially keen in Los 
Angeles and vicinity, where there were numerous small refining and 
marketing comijanies. In the fall of 1914 the Standard Oil Co. pur- 
chased the retail marketing equipment of the National Supply Co. 
and began to sell refined petroleum products directly to the consumer. 
At that time it fixed the margin between its wholesale and retail price 
of gasoline at 2 cents per gallon, and this margin soon became the 
generally accepted differential between the retail and wholesale prices. 
Prior to this time the margin between the wholesale and retail price 
had at tunes been as great as 9i cents per gallon. Since 1915 four of 
the five large companies in California have sold their products both 
at wholesale and retail. 

On October 22, 1914, the Standard reduced its retail price of gaso- 
line from 13^ to 12^ cents per gallon in San Francisco and Los An- 
geles, and the small refiners and marketers in Los Angeles and vicin- 
ity, apparently fearing that a price war with the Standard could 
only result in their own destruction, met on November 21, 1914, and 
formed an association, which was later incorporated as the Independ- 
ent Petroleum Marketers Association of California. This associa-. 
tion was very active in attempting to secure the membership of the 
large marketing companies.^ The Shell Co. and the Standard Oil Co. 
were the only large marketing companies that did not become mem- 
bers. The General Petroleum Co., the predecessor of the General Pe- 
troleum Corporation, became a member in April, 1916, the Union Oil 
Co. in September of the same year, and the Associated Oil Co. in No- 
vember, 1920. 

Memoranda of meetings and correspondence of the members of the 
Independent Petroleum Marketers Association show that the associa- 
tion members met frequently and discussed and agreed upon sales 
policies, the maintenance of price differentials, and the classification 
of customers. The market price was that named by the Standard Oil 
Co., which established and maintained fixed differentials for different 
classes of customers. The members of the marketers association 
agreed to maintain and follow the retail price and the differentials 
allowed by the Standard for the different classes of customers. Be- 
fore uniform prices could be maintained it was necessary for the small 
marketing companies to make their sales policies the same as those of 
the Standard. 

On September 22, 1915, the members of the association held a meet- 
ing at which " the well-founded rumor of the advance in the market 
was discussed, and in view of such advance it was deemed an op- 
portune time to adjust all differentials to precisely the same basis 
throughout our list of customers,'' and that all market changes 
should "take place simultaneously." The Standard's Los Angeles 
representative reported to the Standard's general sales manager that 
on September 23, 1915, " We find that all companies have followed 
our price signs and several of the members of the Independent Pe- 
troleum Marketers Association have telephoned me this morning to 
voice their approval of this advance and indicate to me they are 
going to show our company now that they intend to be fair competi- 
tion [competitors]." By September, 1916, the retail price of gaso- 
line had advanced 8 cents per gallon, or 73 per cent; engine distillate 
2i cents per gallon, or 40 per cent ; while there had been no change in 
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ihe wholesale price of kerosene, auring the same period light crude 
petroleum had advanced $0.25 per barrel, or 63 per cent. 

In September, 1916, there was considerable price cutting hj the 
members of the association. Early in September the Union Oil Co. 
became a member. In the latter part of September a determined ef- 
fort was made by the association to eliminate price cutting. At a 
meeting of the members of the association, held September 21, 1916, 
the following agreement was made : 

All marketers will immediately furnish the Secretary of the Association with 
the names of all retaUers they now supply who are advertising and selling 
gasoline at less than the retail market. Also any others they may have in 
mind. 

A list of resellers who were selling gasoline under the retail mar- 
ket price of 19 cents per gallon dated September 23, 1916, was ob- 
tained from the association files. A memorandum of a meeting held 
October 25, 1916, states : 

In checking over the list of 180 signs we find that practically half of the 69 
180 signs have been eliminated since the 1st of October. This shows a very 
decided improvement in the general marketing conditions. 

An agreement was made at a meeting of the association held De- 
cember 20, 1916, covering bids on refined oils for the city of Los 
Angeles for its 1917 requirements. According to a memorandum 
of the meeting only four companies, viz, the Standard Oil Co., the 
Union Oil Co., the California Oil & Asphalt Co., and the Western 
Oil Co., were to bid and " it was agreed all should bid 1 cent off 
open tank wagon market price at time and place of delivery." Three 
companies. VIZ, the Standard Oil Co., the Union Oil Co., and the 
Western Oil Co.. submitted bids naming identical j)rices. These 
bids were rejected, and when the city asked for new bids to be sub- 
mitted, January 24, 1917, there was a second agreement, and " the 
same firms quoted in the same manner and bids were again re- 
jected." 

There was continued price cutting by small retailers in the 
vicinity of Los Angeles during the early part of 1917, and strenuous 
efforts were put forth both by the secretary of the association and 
by the members thereof to maintain wholesale and retail prices 
named by the Standard Oil Co. Among the different plans adopted 
by the association members was that of issuing a list on January 
12, 1917, effective for 60 days, containing the names of price cutters 
to whom competitors of the companies supplying the price cutters 
ajgreed not to sell any gasoline unless the price cutter displayed a 
Sim showing the regular retail price of 20 cents per gallon. 

In 1917 tne sale of gasoline at less than the announced prices 
through coupon books became a disturbing factor, and according 
to the secretary of the association : " The smaller companies, not 
wishing to install coupon systems to meet this method of com- 
petition, have in many instances encouraged the display of cut- 
price signs with the usual resulting unstable condition of the mar- 
ket." During the greater part of 1918 the price of crude petroleum 
and petroleum products was stabilized bv the Petroleum War Serv- 
ice Committee of the United States Fuel Administration. 

In the spring of 1919 renewed efforts were made by members of 
the association to maintain uniform prices. A number of meetings 
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of members of the association were held during the month of May, 
at which agreements were made covering price differentials and 
classifications of customers. On May 5, 1919, a price list was issued 
covering gasoline, engine distillate, and kerosene, which named a 
price for each class of customers, and on May 8, 1919, a memorandum 
marked " confidential " was sent out by the association, which con- 
tained a list of "Bona fide gasoline peddlers." According to this 
memorandum : " Beginning immediately all customers, unless in pos- 
session of a reseller's license, buying at commercial stations, includ- 
ing Union Oil and Standard Oil stations, will be charged the mini- 
mum price of 19^ cents net* per gallon for gasoline and 13 cents net 
per gallon for engine distillate. This memorandum contained the 
names of 20 pedcflers entitled to the discount and stated that " no 
new peddlers will be recognized." 

In the spring of 1920 there was complaint on the part of the small 
refiners because the price of the lighter grades of crude petroleum 
had been increased greatly while gasoline had only been advanced 
2 cents per gallon, and there was very little complaint of price cut- 
ting. The Siortage of gasoline and engine distillate in California 
made it easy for the small marketers to dispose of their products at 
the prices announced by the Standard Oil Co. 

RELATION or LARGE MARKETERS TO THE ASSOCIATION. 

As already stated, the General Petroleum Co. joined the associa- 
tion in Apnl, 1916, the Union Oil Co. in September, 1916, and the 
Associated Oil Co., the last of the large companies to become a mem- 
ber, joined in November, 1920. The Standard Oil Co. and the Shell 
Co. aid not become members of the association. The Los Angeles 
sales manager of the Standard Oil Co.^ however, was kept Silly 
informed of the important price activities of the association by a 
representative of a company belonging to the association, and this 
information was promptly forwarded to the general sales manager of 
the Standard. Beginning in September, 1915, the association en- 
deavored to maintain the prices and differentials of the Standard 
Oil Co. Some memoranda of meetings of the association named the 
Standard Oil Co. and certain association members as companies 
which would eliminate price cutting; for example, W. L.^ Standard, 
of the Union Oil Co., in reporting a meeting of the association Jan- 
uary 17, 1917, stated : "As long as the El Monte Road Five Mile House 
is now displaying a 200 sign, the Wilshire, Standard Oil Co., and 
Union will start in to clean up the 20^ signs in Alhambra, South 
Pasadena, and Pasadena. This situation ought to be cleaned up very 
nicely within the next few days"; and again on May 8, 1919, a 
memorandum of an agreement of the association members covering 
the price of gasoline to commercial users, stated that all customers 
unless in possession of a peddler's license " including the Union Oil • 
and Standard Oil stations, will be charged the minimum prices." 
On two occasions the members of the association agreed upon the 
prices to be submitted in bids for the 1917 petroleum requirements of 
the city of Los Angeles, and memoranda of each agreement named the 
Standard Oil Co. as one of the companies which would bid the 
agreed price. On the date of the first agreement, December 20, 1916, 
the Los Angeles district sales manager of the Standard, wired the 
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ihe wholesale price of kerosene, auring the same period light crude 
petroleum had advanced $0.25 per barrel, or 63 per cent. 

In September, 1916, there was considerable price cutting by the 
members of the association. Early in September the Union Oil Co. 
became a member. In the latter part of September a determined ef- 
fort was made by the association to eliminate price cutting. At a 
meeting of the members of the association, held September 21, 1916, 
the following agreement was made : 

AH marketers wiU immediately furnish the Secretary of tlie Association with 
the names of all retailers they now supply who are advertising and selling 
gasoline at less than the retail market. Also any others tiiey may have in 
mind. 

A list of resellers who were selling gasoline under the retail mar- 
ket price of 19 cents per gallon dated September 23, 1916, was ob- 
tained from the association files. A memorandum of a meeting held 
October 25, 1916, states : 

In checking over the list of 180 signs we find that practically half of the 69 
180 signs have been eliminated since the 1st of October. This shows a very 
decided improvement in the general marketing conditions. 

An agreement was made at a meeting of the association held De- 
cember 20, 1916, covering bids on refined oils for the city of Los 
Angeles for its 1917 requirements. According to a memorandum 
of the meeting only four companies, viz, the standard Oil Co., the 
Union Oil Co., the California Oil & Asphalt Co., and the Western 
Oil Co., were to bid and " it was agreed all should bid 1 cent off 
open tank wagon market price at time and place of delivery." Three 
companies, viz, the Standard Oil Co., the Union Oil Co., and the 
Western Oil Co.. submitted bids naming identical j)rices. These 
bids were rejected, and when the city asked for new bids to be sub- 
mitted, January 24, 1917, there was a second agreement, and " the 
same firms quoted in the same manner and bids were again re- 
jected." 

There was continued price cutting by small retailers in the 
vicinity of Los Angeles during the early part of 1917, and strenuous 
efforts were put forth both by the secretary of the association and 
by the members thereof to maintain wholesale and retail prices 
named by the Standard Oil Co. Among the different plans adopted 
by the association members was that of issuing a list on January 
12, 1917, effective for 60 days, containing the names of price cutters 
to whom competitors of the companies supplying the price cutters 
aj^reed not to sell any gasoline unless the price cutter displayed a 
sign showing the regular retail price of 20 cents per gallon. 

In 1917 the sale of gasoline at less than the announced prices 
through coupon books became a disturbing factor, and according 
to the secretary of the association : " The smaller companies, not 
wishing to install coupon systems to meet this method of com- 
petition, have in many instances encouraged the display of cut- 
price signs with the usual resulting unstable condition of the mar- 
ket." During the greater part of 1918 the price of crude petroleum 
and petroleum products was stabilized by the Petroleum War Serv- 
ice Committee of the United States Fuel Administration. 

In the spring of 1919 renewed efforts were made by members of 
the association to maintain uniform prices. A number of meetings 
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of members of the association were held during the month of May, 
at which agreements were made covering price differentials and 
classifications of customers. On May 5, 1919, a price list was issued 
covering gasoline, engine distillate, and kerosene, which named a 
price for each class of customers, and on May 8, 1919, a memorandum 
marked " confidential " was sent out by the association, which con- 
tained a list of " Bona fide gasoline peddlers." According to this 
memorandum : '^ Beginning immediately all customers, unless in pos- 
session of a reseller's license, buying at commercial stations, includ- 
ing Union Oil and Standard Oil stations, will be charged the mini- 
mum price of 19^ cents net per gallon for gasoline and 13 cents net 
per gallon for engine distillate." This memorandum contained the 
names of 20 ped(uers entitled to the discount and stated that '' no 
new peddlers will be recognized." 

In the spring of 1920 there was complaint on the part of the small 
refiners because the price of the lighter grades of crude petroleum 
had been increased greatly while gasoline had only been advanced 
2 cents per gallon, and there was very little complaint of price cut- 
ting. The Siortage of gasoline and engine distillate in California 
made it easy for the small marketers to dispose of their products at 
the prices announced by the Standard Oil Co- 

RELATION OF LARGE MARKETERS TO THE ASSOCIATION. 

As already stated, the General Petroleum Co. joined the associa- 
tion in April, 1916, the Union Oil Co. in September, 1916, and the 
Associated Oil Co., the last of the large companies to become a mem- 
ber, joined in November, 1920. The Standard Oil Co. and the Shell 
Co. did not become members of the association. The Los Angeles 
sales manager of the Standard Oil Co.^ however, was kept rally 
informed of the important price activities of the association by a 
representative of a company belonging to the association, and this 
information was promptly forwarded to the general sales manager of 
the Standard. Beginning in September, 1916, the association en- 
deavored to maintain the prices and differentials of the Standard 
Oil Co. Some memoranda of meeting of the association named the 
Standard Oil Co. and certain association members as companies 
which would eliminate price cutting; for example, W. L. Standard, 
of the Union Oil Co., in reporting a meeting of the association Jan- 
uary 17, 1917, stated : "As long as flie El Monte Road Five Mile House 
is now displaying a 200 sign, thie Wilshire, Standard Oil Co., and 
Union will start in to clean up the 20^ signs in Alhambra, South 
Pasadena, and Pasadena. This situation ought to be cleaned up very 
nicely within the next few days"; and again on May 8, 1919, a 
memorandum of an agreement of the association members covering 
the price of gasoline to commercial users, stated that all customers 
unless in possession of a peddler's license " including the Union Oil 
and Standard Oil stations, will be charged the minimum prices." 
On two occasions the members of the association agreed upon the 
prices to be submitted in bids for the 1917 petroleum requirements of 
the city of Los Angeles, and memoranda of each agreement named the 
Standard Oil Co. as one of the companies which would bid the 
agreed price. On the date of the first agreement, December 20, 1916, 
the Los Angeles district sales manager of the Standard, wired the 
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Standard's general sales manager at San Francisco recommending 
the same price which the association members agreed to bid. On 
the same day, December 20, 1916, the general sales manager of the 
Standard authorized the Los Angeles district sales manager to bid the 
price which he had recommended. 

In the spring of 1920 the small refining and marketing companies 
were anxious to have the price of gasoline increased. According 
to H. M. Storey, vice president of the Standard Oil Co., prior to the 
advance in gasoline prices initiated by the Standard on March 17, 
1920, " the possibility of other refiners taking the initiative in price 
increase had been considered by officers of uie Standard, and that 
it was their conclusion that sucn an advance by others was possible 
or prospective, and that the base price of gasoline might weU be 
set at 26 cents in these circumstances.'' On April 10, 1920, H. S. 
Botsford, manager of the Puente Oil Co., who was at that time also 
president of the association, wired C. H. Schlacks, president of the 
Union Oil Co. (Del.), which controls the Puente Oil Co., as follows: 

Had a talk Monday S. O. Co. CaUfornia San Francisco as good as recommended 
Independents increase price gasoline. Friday local representative definitely 
asks if it is not possible Independents take some action. Can see no objection 
making price 25, now 23.5. Please advise. 

Mr. Schlacks objected to the Puente Oil Co. being a party to any 
price understanding, and there was no advance until the latter part 
of July, when the Union Oil Co. of California took the lead. 

COMPETITIVE CONDITIONS AMONG LAK6E COMPANIES. 

Throughout the period 1914-1920 changes in the market prices of 
refined petroleum products were either made simultaneously or prac- 
tically simultaneously by all of the large marketing companies, and 
the announced prices were always identical. The volume of sales of 
the Standard Oil Co. for all petroleum products, except fuel oil, were 
so much larger than the quantity sold by any other company that the 
Standard was recognized even by the other large companies as the 
leader in the establishment of market prices. As already stated, the 
Standard began selling at retail in October, 1914. Prior to that time 
there had been no uniform differential between the wholesale and 
retail prices for the different petroleum products. As soon as the 
Standard began selling at retail it fixed the differential between its 
wholesale and retail prices of gasoline at 2 cents per gallon. Some 
of the other large marketing companies had contracts at that time 
with resellers naming a larger differential, for example, the Asso- 
ciated Oil Co. and the Shell Co. were quoting a differential of 3 cents 
per gallon in Oakland in the fall of 1915. 

In 1915 the large companies began to harmonize their marketing 
policies and to establish uniform differentials. Early in December, 
1915, the Union Oil Co. issued instructions to its district agents 
which, among other thin^, named the differentials between the 
wholesale and the retail prices for gasoline and engine distillate, and 
designated the classes of consumers entitled to differentials from the 
retail price. At the same time, the Los Angeles district sales man- 
ager of the Standard summarized the differentials and classifications 
which had been developed by the Standard, and distributed them to 
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the Standard's local agents throughout Southern California. These 
classifications and differentials of the two companies were made prac- 
tically identical at this time. The Union Oil Co. understood that the 
Standard Oil Co. would follow the same classification of customers 
and give the same differentials as is shown by the following excerpt 
from a letter dated December 15, 1915, from the manager oi stations 
of the Union Oil Co. to an agent of the same company : 

We can figure no other way for us to determine whether our competitors are 
going to play fair with us than to be fair ourselves and follow out Mr. Ralph's 
BuUetin No. 126. Our competitors claim this is what they are going to do, 
and we would suggest that you see Mr. Woodward and get as dose to him as 
possible and see if we both cannot work along lines which are fully understood 
between us, as we believe and know, that we will both get as much business at 
the end of the year by doing business in this way as to try to use the cutting 
process, which has never been successful in any line of business, and we know 
that you appreciate aU that we are writing In this letter and we are giving you 
every assurance that we possibly can that our competitors advise us they are 
trying to be fair, and we are giving them the credit of stating the truth. 

The Mr. Woodward mentioned was a local agent of the Standard 
Oil Co. 

The differentials for gasoline and engine distillate which were 
named in the bulletins sent out by local agents of the Standard Oil 
Co. and the Union Oil Co., in December, 1915, were soon accepted 
and generally followed by the Petrolemn Marketers Association. As 
a general rule the same differentials were allowed from the retail 
price by all of the large companies from early in 1916 to the end 
of 1920. Throughout the period 1916-1920 there was a very high 
degree of uniformity in the wholesale prices of the large companies 
in sales to established garages and service stations or at retail from 
their own service stations; but th^e were frequent complaints re- 
garding the differentials allowed certain large consumers. While 
the large companies named the same differentials and classified the 
trade luike, there were some complaints regarding the differentials 
to be allowed certain consumers in different sections of the Pacific 
coast territory. The desire of the Union Oil Co. to have its local 
representatives in complete accord with the Standard Oil Co. is 
shown hY the following instructions given to its district sales mana- 
ger at San Diego, Calif., by the manager of stations on October 
1, 1915 : 

Replying to your 534t-F, of September 29th, in reference to your snb-agent 
at El Oajon seUing R. F. Robinson, agent for the Case Automobile & Tractor 
Company 500 gallons of gasoline at 2^ off the market, this was absolutely In 
line according to your instructions under date of August 21st. 

However, you appreciate that it is far from our wish to bring about a gaso- 
line war. In view of this wont you please get in close touch with Mr. Jeffries 
and ascertain fully just what this company is doing with trade of this kind 
and we would suggest that you foUow the same methods in regard to marketing 
so as to not cause any friction. We trust you can do this without losing any 
business. 

The Mr. Jeffries mentioned above was the Standard Oil Co. rep- 
resentative at San Diego, Calif., at that time. 

During the last half of 1915 representatives of the Standard Oil 
Co. and the Union Oil Co. had a number of conferences regarding 
the prices of petroleum products at Kingman, Ariz. Apparently 
the tlnion Oil Co. first sold under the regular price, and later the 
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Standard Oil' Co. reduced its margin between the El Segundo refinery 
price and the tank-wagon price at Kingman. The following excerpt 
from a letter dated Novemoer 2, 1915, from J. H. Hull, of the Union 
Oil Co., to C. W. Ralph, manager of stations of the same company, 
shows the attitude of the Union and its understanding of the inten- 
tions of the Standard Oil Co.'s agent regarding the maintenance of 
the regular schedule prices : 

I then met Mr. Harlan Traveling Salesman for S. O. Co. and had a long 
talk with him and he was very agreeable to everything suggested and assured 
me that prices would be maintained and sold at schedule, and should he find 
anything which we were doing which did not look' business-like to him, he 
would be very glad to take it up with us and should his company do anything 
that looked unfair to us, he would be very glad to do everything possible to 
correct it, if his attention was called to the matter. 

Finally in December, 1915, the Union Oil Co. reduced its prices 
in harmony with those of the Standard. 

Early in 1916 the question of classification of water companies 
in the Imperial Valley of California, i. e., companies furnishing 
water for irrigation purposes, led to a number of conferences be- 
tween representatives of the Standard Oil Co, and the Union Oil 
Co. The manager of stations of the Union stated in a letter to the 
Union agent at El Centro, Calif., on May 27, 1916, that he had 
" discussed the situation from every angle with our competitor and 
we have agreed that all water companies in the Imperial Valley are 
entitled to only 1 cent on gasoline and i cent off on distillate, as 
they are in the same class as municipalities." 

The territory in which a given price was to apply was determined 
by the large companies following an identical dividing line between 
two different towns. The Standard Oil Co. and Union Oil Co. 
defined their boundary lines very carefully as early as 1916. On 
February 21, 1916, South Pasadena, Calif., was placed in the Pasa- 
dena territory, as shown by the following extract from the letter of 
the manager of stations of the Union Oil Co. to its sales manager 
at Pasadena : 

The dividing Une effective February 21st, between Pasadena and Los Angeles 
territory will be the Arroyo on the West, Moffatt Str. on the South, and Meridian 
Str. on the East. This latter Str. is one block from Huntington Drive and 
joins into Palomo and Parke Str. From the map, Parke Str. comes down to 
Huntington Drive and a line from Parke Str. across Huntington Drive is what 
is now the Northern City limits of Los Angeles, including Bairdstown. The 
above would be the dividing Une between Los Angeles prices and Pasadena 
prices. This information was taken from a map outlined by our competitor. 

The competitor referred to was the Standard Oil Co. Similar 
uniformity existed at other, places. 

From the documentary and other evidence obtained by the Com- 
mission it appears that neither the general sales managers of the 
Standard Oil Co. nor of the Union Oil Co. were always cognizant 
of the cooperative activities of their local agents, nor oi the district 
managers, in case of the Standard, and of the manager of stations in 
case of the Union. However, the cooperative activities of these rep- 
resentatives evidently were qnite largely responsible for the high 
degree of price uniformity which existed throughout the Pacific coast 
territory from 1916-1920. 

The presidents of the Standard Oil Co. and of the Associated Oil 
Co. deny that the practices herein described were either consented to 
or known by higher officials of their respective companies. 
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EFFECT OP RESTRICTION OP COMPETITION. 

The resolution directing this inquiry requested information regard- 
ing the effect which any combinations " had upon the market price 
of fuel oil, gasoline, and other petroleum products, especially on the 
Pacific coast and especially with reference to the price charged to the 
ultimate consumer." 

The Standard Oil Co., as already stated, began to sell directly to 
the consumer in the fall of 1914 ana fixed its differential between the 
wholesale and retail price of gasoline at 2 cents per gallon. Prior 
to this there had been no generally established differential between 
the wholesale and retail prices, but it had generally been higher. 

There were numerous small refiners in the vicinity of San Fran- 
cisco and Los Angeles, and in 1914 and during most of 1915 competi- 
tion, particularly in the sale of gasoline, was very keen. At least 
four small refiners were forced out of business by this competition. 
In addition to the competition of the small refiners, the Associated 
Oil Co. and the Shell do. were just becoming factors in the gasoline 
market. By the end of 1915 the few small refining and marketing 
companies in the vicinity of San Francisco had ffone out of business, 
as well as two in the vicinity of Los Angeles. The remaining small 
refining and marketing companies in the vicinity of Los ioigeles, 
through the Independent Petroleum Marketers Association, agreed 
to mamtain the prices announced by the Standard Oil Co., which 
was the largest marketing company on the Pacific coast. The Union 
Oil Co., the second largest marketing company, was maintaining 
substantially the same prices. This apparently made it much easier 
for the Standard Oil Co., which had always been recognized as the 
leader in establishing prices throughout the Pacific coast territory, 
to initiate price advances. The first price advance in 1915 was made 
the day following the understanding of the members of the Inde- 
pendent Petroleum Marketers Association that they would maintain 
the prices announced by the Standard. Throughout the remainder 
of the period the prices of all petroleum products were materially 
advanced. Although at times there was considerable price cutting 
in the vicinity of Los Angeles by the small companies, and occa- 
sionally a special price was given to a large consumer in other parts 
of the jPacinc coast territory by one of the large companies, as a rule 
the price advances announced by the Standard Oil Co. were main- 
tained. 

ACQUISITION OP PACIFIC OIL COMPANY STOCK. 

The Standard Oil Co. (California) recently acquired, prior to 
November 25j 1921, something less than 20 per cent of the stock of 
the Pacific Oil Co., which was organized in December, 1920, to take 
over the extensive oil properties of the Southern Pacific Kailway. 

Upon information that the Standard Oil Co. (California) had 
acquired or was acquiring an interest in the Pacific Oil Co. inquiry 
was made by the Commission of the Standard as to the truth of this 
report, to which inquiry K. K. Kingsbury, president of that company, 
replied in part as follows : 

A material part of the production from the lands owned by the Pacific Oil 
Company has for many years been deUvered to our company under contract for 
use in our refineries. With the knowledge that the control of Pacific Oil Com- 



14 PACrPIC COAST PETROLEUM INDUSTRY. 

pany was sought by foreign interests, which if effected would have undoubtedly 
resulted in the loss of this oil to us, we deemed it important to further the 
maintenance of an American ownership of this company. We also knew that 
these same foreign interests, which operate in California, were also negotiating 
for an interest in an important California oil company with which they are in 
competition. These negotiations have since been consummated. 

In view of this situation, the Standard Oil Company (California) entered 
upon the acquisition of a minority interest of Pacific Oil Company stock and 
now owns less than twenty per cent of that stock. No purchases of the stock 
have been made by us for some months past 

Mr. Kingsbury's statement that "control of the Pacific Oil Co. 
was sought by foreign interests," referred to the Koyal Dutch-SheU 
group. 

Inquiry was made of the Royal Dutch-Shell group by the Com- 
mission whether it had acquired or was acquiring any interest in the 
Pacific Oil Co., to which Gen. Avery D. Andrews, representative of 
the Royal Dutch-Shell group, replied under date of November 28, 
1921, as foUov^s: 

Replying to your telegram November twenty-first received twenty-second I am 
now authorized to state that the Dutch-Shell interests by which I mean Royal 
Dutch Petroleum Company of Holland and SheU Transport and Trading Com- 
pany of London and their subsidiary companies do not own and are not now 
acquiring Pacific Oil Company stock. 

The acquisition by the Standard of a 20 per cent interest in the 
Pacific Oil Co. is significant with respect to the control of the Pacific 
coast petroleum industry and competitive conditions therein. The 
Pacific Oil Co. owns slightly more than 50 per cent of the stock of 
the Associated Oil Co., which is an important factor in all branches 
of the petroleum industry of the Pacific coast. In 1919 the combined 
production of the Associated-Pacific Oil Co. interests in California 
was 18,444,000 barreils of crude petroleum,, or 18.2 per cent of that 
for the entire State. During the same year, 1919, the Standard Oil 
Co. produced 26,484,984 barrels, or about 25.2 per cent of the State 
total. The combined production of these two interests in 1919 was 
over 43 per cent of the total crude petroleum output of California; 
while present indications are that their 1921 production will exceed 
50 per cent of the total crude output of California. 

OOMPETITIVB CONDITIONS IN THE UNITED STATES. 

The production, refining, and marketing of crude petroleum and 
refined petroleum products in the entire country is controlled by a 
comparatively few companies and their subsidiaries. In 1919, 32 
companies produced almost 60 per cent of the total production of 
crude petroleum, 39 companies refined 85 per cent of the crude, while 
about 25 marketing companies sold the bulk of the petroleum prod- 
ucts marketed. The Koyal Dutch-Shell group, one of the largest 
in the world, is the most important foreign factor in the domestic 
petroleum industry. They have producing and refining properties 
in the California and the Mid-Continent oil fields, and are now at- 
tempting to secure additional producing and refining interests in this 
country. In 1920 the Royal Dutch-Shell interests produced about 10 
per cent of the world's total production of crude petroleum and about 
23 per cent of that produced outside of the United Statea 



PACIFIC COAST PETROLEUM INDUSTRY. 15 

The members of the Standard Oil group are the dominating factors 
in the petroleum business of practically every section of the United 
States. In 1919 companies now controlled by the Standard controlled 
23^ per cent of the total crude petroleum production of the entire 
country, they operated about 68 per cent of the pipe lines, refined 
almost 44 per cent of the total quantity of crude refined, while Stand- 
ard marketing companies were the dominating factors in both the 
domestic and export trade of the entire country. As in California, 
Standard crude petroleum purchasing and Standard marketing com- 
panies usually take the lead in announcing price changes, while others 
follow. 

Recently members of the Standard group have revived their for- 
mer policy of expansion through the acquisition of independent in- 
terests. The more important recent acqmsitions include the Humble 
Oil & Refining Co., with large petroleum interests in Texas; the Mid- 
west Refining Co., which gives Standard companies practically com- 
plete control of the rapidly expanding Wyoming petroleum industry; 
a half interest in the Sinclair Pipe Line Co., and a half interest m 
the recently organized Sinclair Crude Oil Purchasing Co. These 
Sinclair intereste are important factors in the Mid-Continent field. 

The dominant position of the Standard group in the petroleum in- 
dustry of the United States is due not merely to the magnitude of its 
various units with respect to production and capital investment but 
also because of its solidarity, arising apparently irom an interlocking 
stock ownership, resting largely in the hands of a few great capi- 
talists, and its great financial resources and credit* 
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Chapter I. 
SCOPE OF REPORT. 

Section 1. Scope of Part II. 

This part discusses the methods of marketing crude petroleum and 
petroleum products ; the distribution of fuel oil and refined products 
in the domestic and export markets by the large marketers; the 
prices of crude petroleum, fuel oil, and the principal refined prod- 
ucts; and competitive conditions, including evidence of agreement on 
prices among marketers in the Pacific coast territory. Part I of 
this report discussed the sources of supply of crude petroleum for 
the United States and for the Pacific coast territory, the organiza- 
tion, affiliations, investments, and earnings of the large inteffrated 
companies which dominate the petroleum business of the Pacific 
coa^ ; the cost of producing and earnings for crude petroleum pro- 
ducers in California; the costs and earnings for the refining and 
pipe- line departments of the large integrated companies; and gave a 
general survey of the profitableness of the producing and refining 
departments of the petroleum business for the entire country dur- 
ing 1919. 

Section 2. The Pacific coast territory. 

The marketing territory in which the principal petroleum products 
produced in California are distributed includes the States of Ari- 
zona, California, Nevada, Oregon, Washington, and a small part of 
western Idaho; however, California lubricating oils are distributed 
over a much wider area, while eastern lubricants are regularly sold 
in competition with the California product throughout the Pacific 
coast territory. The cost of transportation is so great from other oil 
fields that under normal price conditions even the refiners in the 
Mid-continent and Rocky Mountain regions can not successfully com- 
pete with California refiners, except with respect to lubricants, in 
any part of this territory ; but on several occasions when there has 
been a wide difference in prices, shipments have been made from 
California to the Rocky Mountain and Mid-continent marketing ter- 
ritories, or from these sections into the Pacific coast territory. Dur- 
ing recent years the California Petroleum Exchange (see p. 109) has 
occasionally shipped gasoline and engine distillate from southern 
California into New Mexico, Utah, and Montana, and in some cases 
as far east as West Virginia, in order to prevent an accumulation of 

* Subsequent to the presentation of this report to the Senate in manuscript, a few minor 
cbanges in text were made and some later statistics incorporated in the copy submitted to 
the printer. 
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such products in southern California. In addition to siipplying the 
home territory, shipments are regularly made to Alaska, Hawaii, and 
the Philippines, while exports are made principally to British Co- 
lumbia, Panama, Chile, and the Orient. 

While petroleum products, such as gasoline, kerosene, and fuel 
oil, are regularly distributed in the States named above, the Stand- 
ard Oil Co. is the only California company that sells throughout this 
entire territory. The Standard Oil Co. and the Union Oil Co. are 
the only large companies that made sales of petroleum products in 
Arizona during the period 1914-June 30, 1919, while the Standard 
and the Shell companies are the only ones that sold in western Idaho. 
The territory designated as the domestic territory of the Pacific 
coast petroleum industry includes the area in which the Standard Oil 
Co. (California) confined its sales when it was a subsidiary of the 
Standard Oil Co. (N. J.) prior to the dissolution in 1911. This terri- 
tory is outlined on the map opposite page 130. The areas in which the 
various members of the Standard Oil group sell gasoline and kero- 
sene at retail and by tank wagon are shown on this map, and it also 
shows the location of the petroleum refineries owned or controlled 
by Standard companies. The names of the cities and towns in which 
the refineries are located is shown in Appendix Table 16. 

Section 3. Sources of information. 

The data regarding the quantities of crude petroleum and petro- 
leum products purchased and sold* by the five large companies, the 
information concerning their methods of marketing fuel oil and re- 
fined petroleum products, the market prices for crude petroleum, 
fuel oil, and the principal refined products, and the areas in which 
these products are sold, were obtained directly from the records of 
the large marketing organizations by examiners of the Commission, or 
were furnished by the companies. The information concerning the 
territory in which the members of the ^Standard Oil group sell gaso- 
line ana kerosene at retail and by tank wagon was secured by cor- 
responding with the diflFerent companies. The facts regarding com- 
petitive conditions and price agreemeents were almost all secured 
from the files of the marketing companies, the records of associations 
and interviews. 



Chapter n. 
MARKETING CRUDE PETROLEUM AND FUEL OIL. 

Section 1. Marketing crude petroletuxL 

Part of the crude petroleum produced in California is sold for fuel- 
oil purposes without refining, while the remainder is consumed by 
petroleum refiners. The crude sold for fuel purposes is distributed 
throughout the same territory in which refined products are sold, 
while that used by refineries is refined within the State. The 
crude petroleum producing districts of California are so far removed 
geographically from other crude-producing sections of the United 
States that tnere is no competition from refiners outside of Cali- 
fornia for this crude petroleum, while refiners in California have 
been wholly dependent upon production within the State for their 
supplies. Consequently there may be an overproduction or shortage 
of crude petroleum in California at a time when conditions are just 
the reverse east of the Eocky Mountains. 

The crude petroleum not produced by the large producers, viz, 
the Standard Oil Co. (California), the Union Oil Co. of California, 
the Associated Oil Co., the Shell Co. of California, and the General 
Petroleum Corporation is largely purchased by them and is usually 
sold at the producers' tanks in the oil fields to the purchasing 
company. 

When a producer first sells crude petroleum, or when new wells 
are brought in, the pipe-line company transporting the crude 
connects the producer's tanks with its gathering lines. In prac- 
tice many small producers are limited to one purchaser because 
only one pipe-line system is available. When a producer has a tank 
full of crude petroleum ready to deliver to the pipe-line company 
he notifies the company's ganger, who, after gauging the contents of 
the tank, opens the valve that permits the crude to flow, or to be 
pumped, from the tank into the gathering line. Later, after the 
tank has been emptied down to a certain point, the valve is closed, 
thereby "cutting out" the tank from the gathering line; then the 
tank is gauged again and a ticket is issued snowing the height of the 
crude in the tank at each of the gauges. This ticket serves also as a 
receipt for the producer. The quantity 6t crude petroleum taken is 
determined by reference to tank tables, carefully computed from 
actual measurements, which show the cubical contents of any tank 
for every difference in height in graduations of a quarter of an inch. 

The crude run into gathering Tines carries more or less sediment. 
Usually the purchasing company makes a deduction of 3 per cent 
from the total quantity to cover any water or sediment in the crude 
run from the producer's tanks. Particularly, for purchases of large 
quantities, and where the crude petroleum is known to contain a very 
large proportion of water and sediment, additional deductions are 
made based on centrifugal tests. As crude petroleum expands on 
being heated, adjustments are made to cover changes in quantity due 
to differences in temperature. 

Under the system of purchase and sale of crude petroleum in 
California, practically all crude is purchased on contract. The fol- 
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lowing stipulations, which are usually contained in a crude petro- 
leum contract, deserve special mention: The life of the contract 
runs from one year and upward; the quantities to be delivered 
usually cover the total output i)roduced in a specified area subject 
to a maximum limit; the deliveries are to be made from the tankage 
of the producer into the pipe line of the purchaser, which pipe line 
is connected with the producer's tanks. If no definite quantity of 
crude petroleum is stipulated for delivery, a special clause is usually 
inserted in the contract obligating the producer to operate his prop- 
erty in good faith and with reasonable diligence. The character of 
the crude is determined from samples which are taken from time to 
time. It is usually provided that the tests are to be made in the 
presence of the producer or his representative. As a rule, since 
1914, the price has not been fixed in the contract, but is stipulated to 
be the market price which obtains at the time the crud^ petroleum 
is run into the pipe line. Very frequently it is specified that the 
price which the purchaser offers to other producers, that is, the 
market price, is to be applicable to the crude bought under the con- 
tract. This latter provision constitutes a regular feature of the 
crude petroleum purchase contracts that the Standard Oil Co. (Cali- 
fornia) enters into with the producers. 

Section 2. Marketing organizations. 

Importance of large companies. — ^The bulk of the crude petroleum 
sold by producers to marketing companies during the period 1914r- 
June 30, 1919, was purchased by the Associated Oil Co., the General 
Petroleum Corporation, the Shell Co. of California, the Standard 
Oil Co. (California), and the Union Oil Co. of California. In the 
case of the Associated Oil Co., the Shell Co., and the Union Oil Co., 
the purchase of crude petroleum is under jurisdiction of the execu- 
tive departments; the producing department makes such purchases 
for the General Petroleum Corporation, while the pipe-line depart- 
ment of the Standard Oil Co. handles crude purchases. As already 
shown in Part I of this report, these five companies produced almost 
53 per cent of the total production of the State in 1919, and when 
iheir purchases are taken into consideration they handled most of the 
crude petroleum produced in California. The production of these 
companies, their purchases and the proportion of the State's total 
production handled by them are shown m the following table : 

Table 1. — ComMned production and purchases of crude petroleum hy five large 
companies and qua^ntity available for others^ 1916-1918. 





California 
production. 


Five large companies. 


Railroads. 


Remaining production. 


Year. 


Production 

and 
purchases.^ 


Propor- 
tion of 
State 
total. 


Production 

and 
purcliases.* 


Propor- 
tion of 
State 
total. 


Quantity. 


Propor- 
tion of 
State 
total. 


1916 


Barrels. 
91,822,362 
97,267,832 
101,637,870 


Barrels. 
69,005,434 
74,492,715 
81,442,916 


Per cent. 
76.1 
76.6 
80.1 


Barrels. 
12,545,434 
13,376,297 
12,014,247 


Per cent. 
13.7 
13.7 
11.8 


Barrels. 

10,271,494 
9,308,820 
8,180,707 


Percent. 
11.2 


1917 


9.7 


1918 


&1 







1 Intercompany purchases eliminated. 

9 The Southern Pacific figures include only production; the Santa Fe figures include only purchases 
from its two subsidiary companies. 
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The combined production and purchases of the five large com- 
panies increased from about 75 per cent of the State's total produc- 
tion in 1916 to 80 per cent in 1918. The Southern Pacific Co. and 
Santa Fe Railway produced or purchased for their own consumption 
about 14 per cent of the total production in 1916 and 1917 and about 
12 per cent in 1918. This left only a little more than 11 per cent for 
the small refiners and other purchasers in 1916 and about 8 per cent 
in 1918. 

Cooperative seixino agencies. — ^The Independent Oil Producers' 
Agency, a cooperative organization in which membership is confined 
to producers, was orgjanized in 1904 by producers in the Kern River 
field. Each member is required to own stock in the organization and 
is limited to one share. The members obligate themsdves to deliver 
their entire output of crude petroleum for a term of years to the 
organization, which in turn agrees to sell the crude at the highest 
market price. Prior to the organization of the agency the price of 
crude petroleum in the Kern River field was 10 to 11 cents per bar- 
rel and there were inadequate transportation facilities, both in the 
form of tank cars and pipe lines. Upon its formation the agency 
succeeded in sellin^g the crude petroleum controlled by it to some 
marketing companies at 16 cents a barrel. It was the policy of this 
organization to sell its crude on contracts that would run for a 
period of two years or more. For some time it considered building 
its own pipe line, but was not successful in raising the necessary 
capital. 

Later a smaller cooperative selling organization, the Coalin^a Oil 
Producers' Agencv, was formed among the smallproducers in the 
Coalinga field. The producing properties of the Coalinga Oil Pro- 
ducers' Agency were located in the Coalinga field, and those of the 
Indei)endent Oil Producers' Agency were distributed in the Mc- 
Kittrick, Midway, and Kern River fields. In 1909 arrangements 
were made by the Independent Oil Producers' Agency and the Coa- 
linga Oil Producers' Agency with the Union Ou Co., whereby the 
latter was to build a pipe line from their respective oil fields to Port 
Harford, Calif. The members agreed that certain quantities were 
to be shipped through this pipe line, and the Union Oil Co. in turn 
undertook to transport the crude at a fixed price. In the spring of 
1910 the two agencies combined into one organization under the 
name of the Independent Oil Producers' Agency. 

Section 3. The Agency-TJnion contracts. 

Soon after transportation arrangements were effected another 
contract was entered into between the Independent Oil Producers' 
Agency and the Coalinga Oil Producers' Agency with the Union Oil 
Co., whereby the Union was made the exclusive sales agent for all 
the crude petroleum marketed excepting that used for the manufac- 
ture of asphaltum. This contract was dated June 24, 1909, and was 
to take effect on February 1, 1910, and to terminate on February 1, 
1920. The execution of this contract was made contingent upon the 
completion of the transportation arrangements entered into pre- 
viously, as shown by a clause in the sales agreement that reads as 
follows : 

80771—22 3 
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In case for any reason, the work of constructing said pipe line system from 
Port Harford to said Midway, McKittrick, Kern River and Coalinga Oil Fields 
is not commenced on or before September 1, 1909, and thereafter prosecuted 
with diligence to completion, this agreement sliall be cancelled and shall abso- 
lutely cease and terminate. 

The pipe line in question was constructed and the sales contract 
was consummated, taking effect on February 1, 1910. 

On June 1, 1917, a new marketing agreement was entered into 
between the Union Oil Co, and the Agency. This contract provided 
that it was to become effective immediately upon the termination 
of the first contract which was to expire on February 1, 1920, and 
was to run for a period of 5 years, terminating December 31, 1924. 
Under this contract the Agency agrees to use its best endeavors to 
maintain the aggregate daily production from the lands operated 
by its members to tne maximum producing capacity and to take aU 
necessary steps for development work, pumping, and drilling on the 
oil lands owned or controlled by its members. The contract also 
specified the class of crude covered by the agreement, which brings 
under its provisions all crude which is not of greater value for 
refining purposes than for fuel, road purposes, and other uses, and 
it includes the fuel residuum of refineries but does not cover that 
used in the manufacture of asphaltum. The Union Oil Co. under- 
takes to sell all the crude petroleum thus delivered to it at the most 
advantageous price, such sales to be made either on contract for 
deliveries at various times or for immediate deliveries as deemed 
most advantageous at the time. All crude petroleum not delivered 
or sold is to be held in storage tanks of the Union Oil Co. subject to 
field storage charges. As compensation for this service and for 
guaranteeing payment the Union Oil Co. is to be paid 10 per cent 
of the net amount received for all crude petroleum sold during any 
given month. The net amount is determined by deducting from the 
gross proceeds all amounts due for (1) transportation of crude 
petroleum and (2) the cost of storage, including insurance. The net 
amounts minus the 10 per cent commission are then turned over to 
the Agency and prorated between its individual members. 

A supplemental agreement was entered into between the Agency 
and the Union 'Oil Co. about the same time as the new marketing 
agreement was formed, whereby the members of the Agency were 
given the option of selecting on the 1st day of January and on 
the 1st day of July of each year, for the subsecjuent six months, the 
current market price as a base of settlement with the Union Oil Co. 
instead of the net proceeds as defined in the new marketing contract. 

The members expressing their consent to the exercise of this 
option are designated as " consenting producers." In brief, the sup- 
plemental agreement provides that in case the market price in any 
given month shall be found to be greater than the producers' net 
proceeds, then the Union Oil Co. "shall pay to the Agency a lump 
sum for the benefit of the consenting producers (to the exclusion of 
all other Agency members) equal to the amount of the difference 
between the producers' net proceeds and such market price for the 
crude petroleum sold during the month for which settlement is be- 
ing made and for which the consenting producers are entitled to 
receive returns." On the other hand, should the market price be 
found to be less than the producers' net proceeds, then the Agency 
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undertakes to pay to the Union Oil Co. a lump sum equal to the 
amount of the difference between the producers' net proceeds and 
the market price for the oil sold during the month. 

The following definition of market price is given in the supple- 
mental agreement : 

By the term " Market Price," as herein used is meant the fair Market Price 
which shall be freely and currently paid, and generally offered to be paid by 
the large Oil Marketing Concerns, for fuel oU at the weUs, to the Oil Pro- 
ducers in the San Joaquin Valley Oil Fields, for fuel oil of like quality and 
character as that covered by this contract, and in large quantities. Said term 
" Market Price " is not, however, intended to mean, or to be established by 
the price paid by consumers purchasing fuel oil in such oil fields. 

Section 4. Hembersliip and nsles of Agency. 

During the period 1914r-1919 the members of the Independent Oil 
Producers' Agency sold from 7,125,000 to 8,015,000 barrels of crude 
petroleum annually through the Union Oil Co. under the contracts 
described above. The number of producers holding membership in 
the Agency, the quantity of crude petroleum sold, and the average 
price paid to the members by the Agency under its contract with the 
Union Oil Co. is shown in the following table : 

Table 2. — Number of memherg, qutmtity of crude petroleum soldy average o/mmuiI 
price poAd memibers hp the Independent Oil Producers* Association, per barrel 
of 42 gallons, 19U-1919. 



Year. 



1914 , 

1916 

1916 

1917 

1918 

1919 



Number 

of 
members, 



145 
134 
132 
121 
115 
121 



Barrels sold. 



8.015,158.15 
7,343,091.27 
8,730,017.81 
7,686,398.98 
7,125,141.26 
7,190,908.02 



Average 

price naid 

memoers 

per 

barrel. 



Sa40Q2 
.3710 
.4587 
.5790 
.9971 
1.1805 



From 1914 to 1916, inclusive, the price received by the Agency 
members was the sale price less a 10 per cent sales commission to the 
Union Oil Co. and a small deduction to defray the Agency expenses. 
As already stated, a new contract was entered into, effective January 
1, 1917, which allowed the members to elect, on the 1st of January 
and July of each year for the subsequent six months, the current 
market price for crude petroleum at the wells as a basis of settlement 
instead of the net proceeds as defined in the new contract (see p. 22). 
In 1914 and 1915 there was an overproduction of heavy crude petro- 
leum in California and prices were low, while beginning with 1916 
demand exceeded current production and prices advanced rapidly. 
During 1916 and 1917 the average annual receipts per barrel were 
lower than the annual average price of heavy crude petroleum on 
account of deliveries on contracts made when prices were low. 

Section 5. Cmde petroleum and fuel oil exchanges. 

Nature of exchanges. — ^The practice of exchanging crude petro- 
leum of the same or different qualities is very prevalent among the 
large marketing and producing companies in California. This cus- 
tom is peculiar to the petroleum industry of that section. There are 
three economic reasons for the development of this practice, viz, 
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(1) the completeness of the integration, of the producing, transport- 
ing, refining, and marketing departments of the large companies in 
California ; (2) to facilitate handling and to economize in transpor- 
tation expense; (3) the production in California of both heavy crude 
petroleum which can be used <firectly for fuel purposes and of light 
crude which must be refined. The integrated companies, which are 
engaged in producing, transporting, and refining crude petroleum, 
exchange large quantities with each other and with large crude 
producers that are also consumers of fuel oil. As an illustration of 
the saving in transportation expense, the Standard Oil Co. has de- 
livered crude produced in southern California to the General Petro- 
leum Corporation for use in the latter's refinery at Vernon, in the 
vicinity of Los Angeles, and received from the General crude petro- 
leum produced in the San Joaquin Valley fields, which are reached 
by the former company's northern pipe lines running to the Standard 
refinery at Richmond. Exchanges on account of economy in trans- 
portation are important because the producing activities of the large 
companies extend to all of the oil fields, and m some cases part of a 
given company's crude production is not contiguous to its marketing 
center or refineries, and furthermore, occasionally the pipe lines of 
a company do not furnish a convenient means of transportation for 
certain crude petroleum, while this crude could be handled ad- 
vantageously by another company. Regarding exchanges on account 
of the qualities of crude petroleum, the Standard Oil Co. has had an 
arrangement with the Southern Pacific Co.^ whereby it delivered fuel 
oil residuum in exchange for light crude petroleum produced by the 
latter company. The practice of exchange virtually partakes of the 
character of a purchase transaction, in that one company acquires 
ownership of certain quantities of crude petroleum at a stipulated 
price. The feature that distinguishes this transaction from a regular 
purchase is that settlement is not to be made in money, but in kind. 

Importance of exchanges. — ^The quantity of crude petroleum ex- 
changed between the large companies in California has been large 
during recent years. As the demand for lighter grades of crude 
petroleum has increased and the market price for such grades has 
shown a greater increase than for the heavier grades, the practice of 
exchanging refinery residuum for the light crudes and even for 
comparatively heavy crudes has become more important. The fol- 
lowing table indicates the importance of exchange transactions : 

Table 3. — Quantity of crude petroleum received through exchanges hy three 

large companies^ 1914-June 30, 1919. 



Year. 



1914 

1915 

1916 

1917 

1918 

1919« 



Standard 
OilCa 



Barrels. 
5,117,941 
4,526,918 
253,171 
2,226,666 
7,832,225 
3,644,367 



Oeneral P&* 

trdeum Cor- 

poratiaii. 



Barrels, 



a 2, 747, 574 
7,710,198 
6,725,444 
3,774,986 



Associated 
OUCa 



Barrels. 



553,518 
4,170,230 
3,«X>,783 
3,271,530 
1,545,551 



^ First six months. 

* The extensive oil Interests of the Southern Pacific Co. were taken over by the Pacific 
Oil Co. io December, 192Q. 
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The Commission does not have information as to the quantities 
exchanged by the Union Oil Co. Representatives of the phell Co. 
stated that their company did not exchange heavy crude for lig^ht 
crude. During the period covered by this report the production 
of the Shell Co. was practically all in the Coalinga field and was 
accessible to its own pipe lines. 

Exchange contracts. — ^The exchange arrangements between the 
lar^ companies are usually made on a contract basis covering a 
period of from a few montfe to several years. Some contracts have 
no time limit and are subject to cancellation upon short notice. The 
contracts stipulate the terms upon which the exchange is to be made, 
such as the time of settlements, the place of delivery, the grade oi 
crude petroleum, and the price at which it is to be taken in exchange. 
In some contracts the price is not taken as the determining basis for 
the quantities of crude to be delivered in exchange for the crude 
received, such transactions being strictly on a quantitative basis. 

The more important features of the different contracts are shown 
in the following excerpts. One of the exchange agreements between 
the Standard Oil Co. and the Associated Oil Co., dated December 

29, 1917, contains the following: 

* * * « « * * 

The Standard OU Company will deliver to your pipe lines in the §anta 
Maria Field at a mutually satisfactory point, the quantity of oil now in 
tankage of the Standard Oil Company at its Orcutt Station. The Standard 
Oil Company shaU not be bound to deliver said oil to the extent that it may 
be destroyed by fire, collapsing of tanks, leakage or other cause. In payment 
for said oil the Associated Oil Company will deliver to the pipe lines of the 
Standard Oil Company in the Lost Hills Oil Field, at a mutually satisfactory 
point, a quantity of crude oil produced on Section 19-26^21 at a value equiva- 
lent to the value of the total quantity of oil delivered by the Standard Oil 
Company to the Associated Oil Company. 

* * * * « * « 

It is understood that the value of the oil, at all times during the period of 
this agreement, are the values as expressed in the prices offered by the Stand- 
ard Oil Company from time to time to producers in the San Joaquin Valley 
Fields, and if there should, at any time during the period of this agreement, 
be a change in the prices offered by the Standard Oil Company, the balance 
existing in favor of either party at the time said price change becomes effec- 
tive, will be exhausted by deliveries from the other party on the basis of the 
prices offered by Standard Oil Company during the time such balance was 
accumulated. 

* * * * * * * 

The following excerpt from an agreement, dated December 23, 
1918, between the Shell Co. of California and the Associated Oil 

Co. covers an exchange of fuel oil at different points : 

* * ■ * * * * * 

Beg to advise you that until otherwise notified we will exchange oil with 
your company by advancing not to exceed 1,500 bbls. of net oil per day to you, 
delivered into your barges or cars at our Linnton, Oregon, plant, and you to 
credit us in youi^ Martinez tanks with an equal quantity to be delivered 
without further charge, f. o. b. our vessels or cars at Martinez. 

***** « • 

Section 6. Distribtition of fuel oil. 

Methods of distribution. — TanK steamers, barges, tank cars, and 
tank trucks and wagons are used quite extensively in delivering fuel 
oil to the consumer. Fuel oil is shipped to consumers at interior 
points in tank cars, and to consumers on navigable waters in tank 
steamers or barges. Consumers at interior points in Oregon and 
Washington are served by shipment in tank steamers to Portland 
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or Seattle, where the fuel oil is transferred into tank cars and for- 
warded to final destination. To consumers whose plants or storage 
tanks afe not located near railroad tracks or wharves, deliveries 
are made by tank trucks or tank wagons. 

Principal uses. — Fuel oil is used as fuel principally by railroads, 
steamships, public utilities, and industrial plants, such as manufac- 
turing, mining and smelting, and for domestic heating purposes. 
Part of the fuel oil is supplied by heavy crude petroleum just as it 
comes from the well. The remainder, which at present probably 
amounts to about 60 per cent of the total, is supplied by the residuum 
from the refineries. Industrial plants were the largest consumers 
of fuel oil sold by the large marketing companies during the period 
1914r-Jime 30, 1919 ; they consumed about one-third of the total re- 
ported, and railroads were second with about one-fourth of the 
total. 

The following table shows the proportion of the fuel oil sold by 
the five large marketing companies used for certain specified pur- 
poses from 1914 to June 30, 1919 : 

Table 4. — Praportion of fuel oil sold for specified purposes by five large 
California marketing companies , 191JryJune 30, 1919, 



Consaniers. 


1914 


1915 


1916 


1917 


1918 


19191 


Tndii5!triftl 


Percent. 
33.6 
23.9 
17.5 
12.5 
5.4 
7.1 


Percent. 
29.9 
21.1 
19.7 
17.2 
4.6 
7.6 


Percent. 
35.3 
26.0 
15.6 
10.6 
4.5 
8.2 


Per cent. 
31.7 
30.7 
16.6 
10.9 
3.6 
6.6> 


Percent. 
32.1 
26.8 
13.7 
13.7 
4.0 
10.7 


Per cent. 
31 7 


Railroads .... r - - 1 


24.6 


Mftrinf^ 


15.1 


Public utilities 


13.8 


Tioinestic - 


5.2 


Unclassified 


9.6 






Total 


100.0 


100.0 


100.0 


100.0 


1G0.0 


100.0 







^ First six months. 

The above table covers only the sales of the five large marketing 
companies. Sales of fuel oil to industrial concerns constituted the 
largest proportion of the total quantity sold by them for each year 
of the period 1914r-June 30, 1919, while the railroads were the sec- 
ond largest customers, but when both the production and purchases of 
the Southern Pacific and Santa Fe Railroad companies are consid- 
ered, the railroad consumption of fuel oil exceeded that of any other 
class of customers. 

Domestic sales. — The crude petroleum produced in California, 
except that consumed for fuel purposes, is refined within the State, 
while the refinery residuum and crude petroleum sold directly as 
fuel oil is distributed throughout the entire Pacific coast marketing 
territory and is sold for export. The total quantity of domestic sales 
and the quantity distributed by States and Territories for the period 
1914-1919 is shown in Appendix Table 1. Complete information is 
shown for the Associated Oil Co., the Standard Oil Co., and the 
Union Oil Co. for the entire period 1914-1919, while for the General 
Petroleum Corporation such information was obtained from July 1, 
1916, to the end of 1919, and for the Shell Co. for 1918 and 1919. 



PACIFIC COAST PETBOLEUM INDUSTRY. 



27 



The total quantity of fuel oil sold in the domestic market, including 
Alaska and Hawaii, by the above-named companies ana the pro- 
portion sold by each in 1918 and 1919 is shown in the following table : 

Table 5. — Quantity and proportion of domestic sales of fuel oil made by the 

five large marketing companies, 1918 and 1919, 



Company. 

1 


1919 


1918 


Barrels. 


Per cent. 


Barrels. 


Percent. 


Standard Oil Co 


14,643,702 
12,676,929 
12,070,379 
10,623,791 
5,033,217 


26.6 
23.0 
21.9 
19.3 
9.2 


17,219,361 

13,159,217 

12,883,457 

7,464,371 

6,437,454 


30.1 


Union Oil Co 


23.0 


Associated Oil Co 


22.5 


General Fetrdeum Corporation 


13.1 


Shell Co 


11.3 






Total 


55,048,018 


100.0 


57,163,860 


100.0 







The Standard Oil Co. was the largest distributor ; in 1918 it sold 
over 30 per cent of the combined total for the five companies and in 
1919 about 27 per cent. The Union Oil Co. ranked second with 23 
per cent each year, while the Associated Oil Co. had 22.5 per cent in 
1918 and almost 22 per cent in 1919. The General Petroleum Cor- 
poration showed a large increase in 1919, its proportion increasing 
from about 13 per cent in 1918 to over 19 per cent in 1919, while the 
proportion sold by the Shell. Co. decreased from about 11 per cent in 
1918 to about 9 per cent in 1919. 

In 1918 the domestic sales of fuel oil by these five companies were 
equivalent to 56 per cent of the total production of crude petroleum 
on the Pacific coast. Thus a total of 57jl63,860 barrels of fuel oil 
was sold by the five large marketers in the Pacific coast territory, 
including Alaska and Hawaii, while the entire crude production of 
the State was 101,637,870 barrels. In 1919 the domestic fuel-oil sales 
of the five large marketers were equivalent to almost 54 per cent of 
the total crude petroleum production of California. In addition tb 
the sales of fuel oil by the companies listed above, the Southern 
Pacific and Santa Fe Itailroads used large quantities, and the small 
refiners in Southern California sold some crude petroleum and 
residuum for fuel purposes. Probably the equivalent of 70 per cent 
of California petroleum consumed in 1918 and 1919 was sold for 
fuel-oil purposes in the domestic market, and in addition over 7 
per cent was exported. 

Distribution BY States. — ^During 1918 the Standard Oil Co. dis- 
tributed fuel oil in every State of the Pacific coast territory, the 
Associated Oil Co. sold in every State except Idaho, the Union Oil 
Co. and the General Petroleum Corporation made sales in all of the 
territory excepting Nevada and Idaho, and the Shell Co. in all but 
Washington and Idaho. The General Petroleum Corporation did 
not sell in Hawaii, while the Shell Co. did not make any sales in 
either Alaska or Hawaii. The quantities and proportion of the 
combined sales made by each of the five large marketers are. shown in 
Appendix Table 1. The following table shows the proportion of 
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the combined quantity of fuel oil sold by each of the five large 
marketing companies, Iby States, in 1918: 

Table 6. — Proportion of the combined quantity of fuel oil sold hy each of the 
five large marketing companies hy States and Territories, 1918. 



state or Territory. 


Standard 
OilCa 


Union 
Oil Co. 


Associ- 
ated OU 
Co. 


General 
Petro- 
leum Cor- 
poration. 


Shell 
Co. 


- 

Total. 


Arizona 


Percent. 
74.8 
23.1 
100.0 
62.8 
22.0 
42.0 


Percent. 
10.7 
2S.0 


Percent. 

0.3 

23.1 


Per cent. 
13.3 
12.6 


Percent. 

0.9 

16.2 


Percent. 
100.0 


California 


100.0 


Idaho 


100.0 


Nevada 




4.9 
42.5 
19.6 




32.8 
2.4 


100.0 


Oreeon 


22.5 
18.5 


10.6 
19.9 


100.0 


Washington. .,,......, 


100.0 








Total six States 


29.6 


22.7 


22.6 


13.4 


1L7 


100.0 






Alaska 


71.0 
37.4 


18.3 
37.4 


10.1 
25.2 


.6 




100.0 


Hawaii 




100. 










Total 


30.1 


23.0 


22.5 


13.1 


11.3 


100.0 







In 1918 the Standard Oil Co. had the bulk of the fuel oil business 
in Arizona, Nevada, and Washington, its proportion of the total 
ranging from 42 per cent to almost 75 per cent, but the quantity sold 
in these States was relatively small. The Union Oil Co. had the 
largest sales in California, its proportion being 26 per cent as com- 
pared with 23 per cent each for the Standard Oil Co. and the As- 
sociated Oil Co. The Associated Oil Co. had the largest proportion 
of the sales in Oregon, its proportion in 1918 being 42.5 per cent as 
compared with 22.5per cent for the next highest company. 

Export sales. — Tne Standard Oil Co. and the Union Oil Co. ex- 

Eorted 99 per cent of the total quantity of fuel oil exported by the 
ve large companies in 1918 and 95 per cent in 1919. The quantity 
and proportion exported by each company is shown in Appendix 
Table 1. In 1918 exports constituted about 12 per cent of the total 
quantity of fuel oil sold by the five large companies and in 1919 
slightly more than 11 per cent. The domestic and export sales com- 
bined were equivalent to almost 64 per cent of the total quantity of 
crude petroleum consumed in 1918 and about 60 per cent in 1919. The 
relations between the domestic and export sales of the five principal 
marketing companies for 1918 and 1919 are diown in the following 
table : 

Table 7. — Proportion of domestic and export sales of fuel oil for the five large 

marketing compaMes in 1918 and 1919. 



Company. 


Export. 


Domestic. 


1919 


1918 


1919 


1918 


Standard Oil Go 


Percent. 
10.4 
27.7 


Per cent. 
17.2 
24.3 


Percent. 
89.6 
72.3 

loao 

99.0 
96.0 


Percent* 
82.8 


Union Oil Co 


75.7 


Associated OU Co 


100.0 


General Petrnleiim Cnrnnration 


1.0 
4.0 


1.0 


99.0 


sheuco :. !.!!!!!.!!!..".!.!.;.. 


100.0 








Total 


11.1 


12.1 


88.9 


87.9 
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There was a decline in the proportion of fuel oil exported by the 
Standard Oil Co. in 1919 as compared with 1918. In 1918 it was 
about 17 per cent and in 1919 only a little over 10 per cent. The 
Union Oil Co. shows a decline of about 3.5 per cent in 1919 as com- 
pared witJh 1918, while the Shell Co. had no exports in 1918 and 
4 per cent in 1919. The fuel-oil exports of all companies declined 
from 7,864,116 barrels in 1918 to 6,877,263 barrels in 1919, which was 
a decrease of about 13 per cent. Appendix Table 1 shows additional 
information for certain companies prior to 1918. 

As already stated, the Standard Oil Co. and the Union Oil Co. 
exported practically all of the fuel oil expoi'ted from California in 
1918 and 1919. Information segregating the quantities sold in the 
domestic and export markets was obteiined from the Standard, Union, 
and Associated Oil companies for 1914-1919, from the General Petro- 
leum Corporation for July 1, 191^-1919, and from the Shell Co. for 
1918 and 1919. These exports are shown by companies in Appendix 
Table 1. The following table shows the combined domestic and ex- 
port sales of these companies for the period 1914-1919 : 

Table 8. — Combined quantities amd proportions of the sales of fuel oil by the 
large California marketing companies, in the domestic and export m^arketSy 
19U-1919. • 



Year. 


Doiximtic. 


Export. 


Total 


Barrels. 


Per cent. 


Barrels. 


Percent. 


(barrels). 


1914 


37,349,000 
37:328,000 
46,081,000 
54,670,000 
57,164,000 
55,048,000 


82.3 
85.9 
83.0 
85.8 
87.9 
88.9 


8,010,000 
6,139,000 
9,537,000 
9,071,000 
7,864,000 
6,877^000 


17.7 
14.1 
17.0 
14.2 
12.1 
11.1 


45,359,000 
43,467,000 


1916 


1916 


56,218,000 
63,741,000 
65,028,000 
61,025,000 


1917 


1918 


1919 





It appears that the Shell and the General were not important fac- 
tors in the export market prior to 1918, hence the above statistics 
for exports show quite accurately the export situation on the Pacific 
coast trom 1914-1919. In the domestic market both the Shell and 
the General were important factors throughout the entire period; 
therefore, it appears probable that if complete reports were available 
covering domestic and export sales for these companies for the entire 
period, the proportion of exports would have been about the same 
for each year or the period 1914-1919. 



Chapter III. 
PRICES OP CRUDE PETROLEUM AND FUEL OIL. 

Section 1. Basis and sonrce of price information. 

Basis of information. — ^This chapter presents the posted or field 
market prices for California crude petroleum and the wholesale 
market price for fuel oil; the former covers the period 1910-1921 
and the latter 1914-1920. The market prices for California crude 
petroleum which are presented in this chapter are those announced 
or posted by the Standard Oil Co. for the purchase of crude at the 
producers' tanks in the different oil fields. As already stated, there 
are five large crude petroleum purchasing companies in California — 
viz, the Associated Oil Co., the General Petroleum Corporation, the 
Shell Co. of California, the Standard Oil Co. (California), and the 
Union Oil Co. of California. The Standard Oil Co. is the principal 
factor and its prices are generally followed by the other purchasers. 

Up to the latter part of 1914 the market price of crude petroleum 
in California was the price paid for cruae on current contracts. 
As a rule the price paid for crude on old contracts did not change 
with the market price, but was fixed for the term of the contracts, 
although in some cases the price was voluntarily raised for purchases 
imder contracts when the market price advanced. Since late in 1914 
the contracts for crude petroleum have fixed the terms and quanti- 
ties, while the prices paid have been the current market prices. 

The market prices of fuel oil are those quoted by the large mar- 
keting companies on current contracts of sale. Usually this price 
is fixed for the period of the contract, but in recent years it has 
become common to make the fuel oil contract price on a sliding scale 
based upon the market price of heavy crude petroleum at the pro- 
ducer's tank in the oil field or upon the seller's current market price 
for fuel oil at the time of each delivery. The fuel oil prices are those 
quoted for delivery in tank cars at the seller's plant or in tank 
steamers at the principal fuel oil markets. 

SouKCEs OF PRICE INFORMATION. — The prices for California crude 
petroleum presented in this chapter are those announced or posted 
by the Standard Oil Co. for the purchase of crude at the producers' 
tanks in the different oil fields and were secured from reports of this 
company to the Commission and from the Standard Oil Bulletin, a 
monthly journal published by the company. The fuel oil prices 
were furnished by the companies, excepting those for the last few 
months in 1920, which were taken from trade journals. 

Prices based on Standard Oil quotations. — ^A practice of great 
significance that had become established in the Pacific coast petro- 
leum industry is that of basing contract prices for crude petroleum 
upon the market price as announced by the Standard Oil Co., and 
of providing that an increase or decrease in the Standard's an- 
nounced price during the life of the contract shall cause a corre- 
sponding change in the prices paid under the contract. The practice 
of making such contracts is quite general for the purchase of crude 
petroleum and also in the sale oi fuel oil, and such contracts are 
made to some extent for the sale of other petroleum products. The 
significance of this practice is that a price change by the Standard 
automatically causes the same change in the prices of other com- 
panies. Even the Union Oil Co., which is the second largest market- 
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ing company in California, agrees to pay the *' published schedule 
prices offered by the Standard Oil Co." for the royalty portion pur- 
chased from the owner on oil lands which it leases, and the prices 
which it pays members of the Independent Oil Producers' A^ncy 
are also based on the Standard's announced prices. 

Section 2. Production, consumption, stocks, and prices. 

The relation between the supply of and demand for crude petro- 
leum is indicated by the quantities of crude held in stora^. As the 
demand for refined petroleum products and fuel oil has increased, a 
stock of crude petroleum, which would have indicated an overpro- 
duction in Caliromia in 1914, might be inadequate at a later date; 
for example, in 1918 and 1919 the quantity held in storage remained 
practically constant, yet prices were materially advanced. 

Prior to 1920 the year of largest production in California was 1914, 
with an output of over 103,000.000 barrels. The consumption during 
1914 was almost 93,000,0(30 oarrels, leaving a surplus of about 
10,000,000 barrels, which, added to the enormous quantity in storage 
at the beginning of the year, gave a total at the end of the year of 
more than 58,500,000 barrels. This overproduction, together with 
the enormous stocks, caused a reduction in the annual average price 
from $0.39 in 1914 to $0.36 a barrel during the following year for the 
low-grade crude under 18° Baume, which was then about 60 per cent 
of the total production. The light crude was only a little higher 
in price, the price for 24° Baume, a representative grade, averaging 
only $0.41 per barrel in 1915. There was a decline in consumption of 
about 2,000,000 barrels, which resulted from the loss of foreign mar- 
kets during the first part of 1915 on account of the war. During the 
next two years the war demands of the allied nations increased the 
consumption to nearly 105,000,000 barrels in 1916 and to almost 
109,000,000 barrels in 1917. In response to this increasing demand, 
production was also increased during these two years, but to a much 
less extent, so that the accumulated stocks were drawn upon heavily, 
decreasing to about 44,000,000 barrels at the end of 1916 and to about 
32,000,000 barrels at the end of 1917. 

During 1918 and 1919 war demands first declined and then ceased, 
so that consumption was much smaller, while production continued to 
increase, being over 101,000,000 barrels in both years. Notwith- 
standing the decrease in consmnption it still exceeded production by 
about 2,000,000 barrels for the two years. In 1920 both production 
and consumption were greater than ever before, production being 
almost 106,000,000 barrels, while the consiunption reached the record 
total of nearly 114,000,000 barrels. This caused a reduction of over 
8,000,000 barrels in stocks, which declined to 22,240,000 barrels, or 
only 38 per cent of the quantity held in storage at the end of 1914. 
During 1921, 114,849,924 barrefe were produced, while the consump- 
tion was 102,068,283 barrels. With the increasing consumption and 
the decreasing stocks, the market prices increased in 1916 and for each 
year thereafter until in 1920 the prices of the crude under 18° Baume 
had increased 357 per cent over 1914, while the 24° Baume grade had 
increased 242 per cent. While there was a radical decline in the prices 
of crude petroleum in all oil fields east of the Rocky Mountains in 1921, 
the 1920 prices were maintained in California until May 13, when the 
prices of all grades were reduced $0.25 per barrel. On August 3, 
1921, a second reduction in the prices of all grades was announced. 
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As already stated, a coiiHderable portion of the crude petroleum 
produced in California has been sold for fuel oil purposes without 
refining, California is the only oil-producing State in the United 
States where crude petroleum has been used directly for fuel pur- 
poses, excepting in small quantities, which have been consumed in the 
oil fields. The consumption of fuel oil in California has been one of 
the most important demand factors, and including the quantity ex- 
ported was equivalent to approximately 77 per cent of the total crude 
production in 1918 and 1919. The total quantity of crude petroleum 
produced annually can be quite accurately obtained from the annual 
consumption and storage statistics. The following table shows the 
production, consumption, and stocks in barrels, the storage supply in 
months, and the average prices of repre^ntative grades of crude 
petroleum, by quarters, for the period 1910-1921, while similar in- 
formation, with index numbers, is shown in Appendix Table 2 : 

Table 9. — Quarterly proiiHction, consumption, stocks, and average prices of rep- 
resentative grades of cmde petroleum, in liarrels of kt gallons, and storage 
supply in terms of monthly consumption, 1910-19Z1. 
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Production increased rapidly from 1910 to 1914; from 1915 to 
1917 there was a pronounced decline, which was followed by an 
increase in 1918; in 1919 there was a slight decline from the total 
for the previous year, which was followed by a substantial increase 
in 1920; while during 1921 the record production was 114,849,924 bar- 
rels. The production in 1910 was about 78,000,000 barrels, while that 
for 1921 was almost 114,850,000 barrels, a gain of approximately 47 
per cent. 

The consumption varied from a little over 66,500,000 barrels in 
1910 to almost 114,000,000 barrels in 1920, after which it declined to 
102,068,000 barrels in 1921, due to the general business depression. 
The decrease in 1914 and 1915 was causeaby the closing of important 
foreign markets to American petroleum products during the first year 
of the war, and the increase in 1916 and 1917 was the result of the in- 
creasing war demands of the Allies and the United States. The de- 
crease to 102,000,000 barrels in 1918 resulted from a gradual decline in 
war demands after May, and the close of the war early in November. 
The increase to nearly 103,000,000 barrels in 1919 and to almost 
114,000,000 barrels in 1920 was caused by a revival in industrial 
demand, which began in the summer of 1919. During 1921 consump- 
tion was 102,068,000 barrels. The increase in consumption from 1910 
to 1921 was 53 per cent. 

At the end of 1910 there were about 31,000,000 barrels of crude 
petroleum held in storage, as compared with about 19,700,000 barrels 
on December 31, 1909. The rapid accumulation of stocks, which began 
during the second quarter of 1910, continued uninterrupted, until 
at the end of 1914 there were over 58,500,000 barrels in storage. The 
highest quarterly total was at the end of March, 1915, when almost 
60,800,000 barrels were held in storage. Beginning with June. 1915, 
there was an uninterrupted decline in stocks to the middle or 1918. 
During the next year and one-half there was a fluctuation in the 
quantity held in storage without any materi£Cl change at the end of 
1919 as compared with the middle of 1918, whfle during 1920 
stocks were rapidly depleted, until only 22,240,000 barrels were in 
storage at the end of the year. At the end of 1920 stocks were 14 
per cent larger than at the end of the first quarter of 1910. The 
record production during 1921, accompanied by a decline in consump- 
tion, caused an increase to 35,022,000 barrels, or a gain of over 
12,780,000 barrels. The changes in production, consumption, and 
stocks by quarters are graphically shown in Chart 1, opposite 
page 34. 

As shown on this chart, the quarterly production exceeded con- 
sumption, except for the fourth quarter of 1912, and the quantity 
held in storage increased rapidly irom the beginning of 1910 to the 
end of the first quarter of 1915. Beginning with the second quarter 
of 1915 consumption exceeded production until the end of June, 1918, 
and stocks declined much more rapidly than they had accumulated 
prior to 1915. The quarterly production slightly exceeded consump- 
tion during the last half of 1918 and the first half of 1919, while 
during the next year and one-half consumption increased very rapidlv 
and greatly exceeded production, consequently stocks again declined. 
Beginning with the nrst quarter of 1921 the quarterly production 
was larger than ever before, while the quarterly consumption de- 
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clined considerably from the record of almost 30,000,000 barrels for 
the last three months of 1920, and stocks a^in increased. 

While the actual quantity of crude petroleum held in storage was 
larger at the end of 1920 than at the end of the first quarter of 1910, 
when the increase in the annual rate of consumption is considered, 
the stocks on the latter date were relatively smaller. For example, 
the quantity in storage at the end of the first quarter of 1910 was 
equivalent to 3.6 montns' consumption, while the quantity in storage 
at the end of 1920, although about 2,700,000 barrels greater than that 
at the beginning of the period, was equivalent to only 2.2 months' 
consumption, or a decrease of 39 per cent. 

Quarterly average prices of crude petroleum at the producers' 
tanks in the oil fields are shown for two grades of crude. The grades 
shown are those for heavy crude under 18° Baume, which has been 
used largely for fuel purposes, and 24° Baum6 crude, which is a 
representative grade of light crude. During the first quarter of 
1910 the average price for the heavy crude was $0.50 per barrel, 
after which it declmed rapidly to $0.30 per barrel for the last quar- 
ter of the year. On account of the large overproduction, particu- 
larly of heavy crude, this low price was continued from the last 
quarter of 1910 for the next three years. The overproduction of 
heavy crude was so great that the Standard Oil Co. made no new 
contracts for this grade from September 23, 1912, to December, 1913. 
During 1914 and 1915 the average price fluctuated from $0,325 to 
$0.40 per barrel. Beginning the latter part of 1915 there was a 
rapid increase in prices of this grade from $0,366 per barrel to $1.60 
per barrel at the end of 1920. This price of $1.60 per barrel re- 
mained unchanged until May 13, 1921, when it was reduced to $1.35 
per barrel or an average of $1.47 for the second quarter of 1921. 
On August 3, 1921, another reduction of 25 cents per barrel was made, 
which reduced the average for the third quarter to $1.19 per barrel. 

The movement of the prices of the 24° Baume crude was different 
for certain periods than that shown for the heavy crude. At the 
end of the first quarter of 1910 the average price was $0.65 per bar- 
rel, and in harmony with the course of heavy crude prices it was 
reduced to $0.38 per barrel for the last quarter of 1910. There was 
a slight increase in 1911 to an average of $0.45 per barrel, and in 
the second quarter of 1912 the average increased to $0.55 per barrel. 
This latter price was maintained for the next two years. The in- 
crease in the average price in 1911 and 1912 occurred while the 
average price of heavy crude was at its lowest level. A large in- 
crease in the production of the higher grades caused a decline to an 
average of $0.40 per barrel for the fourth quarter of 1914, and the 
price of this grade remained at that level for about a year, after 
which there was a continuous advance to $1.88 at the end of 1920. This 
high price of $1.88 per barrel continued until May 13, 1921, when 
the price of this grade was reduced to $1.63 per barrel, which gives 
an average of $1.75 per barrel for the second quarter of 1921. On 
August 3, 1921, the price was reduced to $1.38 per barrel. From 
the beginning of 1910 to the end of 1920 the average price of 24° 
Baume crude increased from $0.65 to $1.88, or 189 per cent. The 
course of the prices for these two^ grades of crude petroleum is 
graphically shown in Chart 2, opposite page 36. 
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The supply of crude petroleum shown for each quarter includes 
the quantity held in storagje at the beginning of the period and the 
production during the period. When consumption and production 
are equal, the current demand is supplied by current production, but 
when they are unequal, the surplus is placed in storage or the deficit 
is supplied therefrom. If the petroleum industry could always 
secure a supply sufficient to meet the demand no crude would be held 
in storage, because there is a rapid and heavy loss of the more vola- 
tile portions while in storage. 

As pointed out on page 66^ Part I, the lack of statistics showing 
the quantities of heavy and light crude in storage makes it impossi- 
ble to show the exact relationship between the supply and demand 
for these two grades of crude petroleum. Chart 2 shows that from 
1910 to the middle of 1915 the combined supply of both heavy and 
light crude petroleum increased very rapidly while consumption in- 
creased much more slowly. During that same period the price of 
24° Baume- crude declined rapidly in the last half of 1910, and was 
advanced in 1911 and again in 1912, while the price of the heavy 
crude, under 18° Baume^ declined rapidly in 1910 and did not begin 
to advance in price until the last three months of 1913. The heavy 
crude continued to advance during the first half of 1914, while, be- 
ginning with the second quarter of 1914 and continuing until the end 
of the year, the 24° Baume crude experienced a sharp decline in 
price. The lack of uniformity in the price movement of these two 
grades of crude petroleum during this period was apparently the 
result of a difference in the relation between supply and demand for 
each grade. 

The peak of the available supply of crude petroleum was reached 
in the third quarter of 1915, after which there was a marked decline, 
which was temporarily checked during the latter part of 1918 and 
the first three quarters of 1919, after which the decline continued to 
the end of 1920. There was a slight increase for the first quarter of 
1921, which was followed by a marked increase during the latter 
quarters. As shown in Chart 1, opposite page 34, and Table 9, page 
32, the last three quarters of 1920 and the first quarter of 1921 was 
the only time during which the quantity in storage alone was not 
equivalent to more than three months' consumption. 

The price of both grades of crude petroleum began to advance 
practically as soon as the available supply began to decline in 1915, 
and they both were advanced rapidly and quite uniformly from 
that time until the end of 1920. The more rapidly growing demand 
for the lighter grades of crude resulted in an increase in the spread 
between the price of these two grades from 2 cents per barrel in the 
first quarter of 1915 to a differential of 28 cents in 1920 and 1921. 

Section 3. Prices of crude petrolenm. 

Prices of AiiL grades of crude. — Appendix Tables 2 and 3 show the 
market prices of the various grades of California crude petroleum 
at the producers' tanks for the San Joaquin Valley and the Whittier- 
FuUerton fields, as announced by the Standard Oil Co., with the 
dates on which there was a change in the price of any grade for the 
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12-year period 191(>-192l5 while the same information is given for 
representative grades in the following table : 

Table 10. — Market prices of representative grades of CaUfomia crude petroleum^ 
per barrel of ^2 gallons, at the producers' ta/nks in the San Joaquin Valley 
fields, showing date of change, 1910-1921, 



Bate of change. 



1910— January 1... 

Septeml)er 1. 

November 9. 
19121— March 5 

April 29 

1913— April 1 

December 1.. 
1914— January 20.. 

May 20 

Julyl 

July 30 

Octobers 

191&— June7 

October 26... 

November20 

December 28 
-910— February 16. 

April 1 

July7 

September 20 

November 21 
1917— May 11 

June7 

June 28 

1918— Mayl 

1919— June 10 

1920— January 31... 

March 17 

July 10 

1921— May 13 

August 3«... 





Baum6 degrees. 


Under 
18». 


24" 


27° 


32* 


10.50 


10.65 


10.65 


10.65 


.30 


.30 


.30 


.30 


.30 


.45 


.50 


50 


.30 


.55 


.60 


.60 


.30 


.55 


.60 


.80 


(«) 


.55 


.60 


.75 


.36 


.55 


.60 


.75 


.40 


.55 


.60 


.75 


.40 


.50 


.66 


.70 


.40 


.45 


.60 


. .66 


.40 


.42^ 


.45 


.60 


.37J 


.40 


.45 


.60 


.32^ 


.40 


.46 


.60 


.37i 


.40 


.46 


.50 


.40 


.46 


.50 


.65 


.43 


.50 


.63 


.58 


.53 


.60 


.63 


.68 


.58 


.65 


.71 


.81 


.63 


.70 


.76 


.86 


.68 


.75 


.81 


.91 


.73 


.80 


.86 


.96 


.78 


.86 


.91 


1.01 


.88 


.95 


1.01 


1.11 


.98 


1.05 


1.11 


1.21 


1.23 


1.30 


1.36 


1.46 


1.23 


1.36 


1.41 


1.61 


1.23 


1.51 


1.78 


2.28 


1.48 


1.76 


2.03 


2.53 


1.60 


1.88 


2.15 


2.66 


1.36 


1.63 


1.90 


2.40 


1.10 


1.38 


1.65 


2.16 
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.30 

.60 

.60 

.80 

.86 

.86 

.86 

.80 

.75 

.60 

.50 

.50 

.50 

.65 

3.63 

'.73 

«.91 

«.96 

M.02 

M.07 

M.12 

*1.22 

6 1.32 

6 1.57 

5 1.62 

2.58 

2.83 

2.95 

2.70 

2.45 



1 No change in 1911. 

' No quotation. 

« And for each increase in gravity of 1 full degree above 37* gravity, 1 cent per barrel additional. 

< And for each increase in gravity of 1 ta\\ degree above 37** gravity, 2 cents per barrel additional. 

6 And for each increase in gravity of 1 full degree above 37° gravity, 3 cents per barrel additional. 

• No change in 1921 after this date. 

The above prices are for crude petroleum produced in the San Joa- 
quin Valley fields, which include the Coalinga, Lost Hills-Belridge, 
McKittrick, Midway-Sunset, Elk Hills, and Kern River fields. 
The prices for crude petroleum produced in the Whittier-Fullerton 
and other fields in the southern part of the State varied considerably 
from those shown above prior to 1916. During the period covered 
in this report the bulk of California crude petroleum production was 
obtained from the San Joaquin Valley fields, and the price discussion 
has been limited to the changes in those fields. The table begins with 
1910, in order to show a comparison of recent prices with a more 
normal year than 1914. During the early months of 1910 conditions 
were normal in the California petroleum industry, as production and 
consumption were evenly balanced. 

California crude petroleum is usually classified under two general 
grades, known variously as heavy or low-grade crude and as light or 
high-grade crude. The heavy crudes range from 8°-17.9° Baume 
and the light 18° Baume and over. The lowest Baume degree on 
which prices are quoted is 14°. 
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Supply and demand conditions prior to 1910.— The production of 
crude petroleum in California increased from less than 5,000,000 
barrels per year in 1900 to over 68,000,000 barrels per year in 1909, 
while during the same period the annual consumption increased from 
about 4,000,000 barrels to over 52,000,000 barrels. As a result of 
overproduction in California during most of the period the quantity 
held in storage increased from about 600,000 barrels at the end of 
1900 to over 19,000,000 barrels at the end of 1909, and the average 
annual price declined from $0.96 per barrel in 1900 to $0.26 in 1906, 
after which time it gradually increased to $0.64 in 1909. 

During the last, three months of 1909 the quarterly production and 
consumption were nearly equal, each being about 15,000,000 barrels. 
Stocks therefore remained nearly constant, increasing only from 
19,496,206 barrels on September 30, to 19,698,761 barrels on December 
31, 1909. Production and consumption remained almost equal dur- 
ing the first quarter of 1910 ; this gives a period of six months during 
which supply and demand were afinost equal ; hence, the first quarter 
of 1910 was selected as a basis of comparison of conditions in recent 
years. This balance of production and consumption in California 
and the general stability of prices in the latter part of 1909 resulted 
from the greatly increased demand, which was due to the extension 
of the market in the Northwest, the adoption of fuel oil by several 
railroads for firing locomotives, by the increased number of steam- 
ships plyingon the Pacific Ocean, and to the general revival of busi- 
ness on the Pacific coast. 

Period op overprodxtction. — The year 1910 opened with the price 
of all crude petroleum produced in the San Joaquin Valley at $0.60 
per barrel, but on January 5 the price of the light crude, 21° Baume 
and above, was advanced to $0.66 per barrel. There was expectation 
of even higher prices during the year, on account of the continuing 
increase in consumption which began in the spring of 1909. The 
producers' a^ncies had contracted with the Union Oil Co. of Cali- 
fornia to build a new pipe line from the Kern River, the Coalin^a, 
and the Midway fields to the coast. This new pipe line would enable 
the producer to market his crude. Another reason for optimism 
regarding market conditions was due to the fact that the Associated 
03 Co. had come definitely under the control of the Southern Pacific 
Co., and it was believed this would lead to large purchases of fuel oil 
for the Southern Pacific. 

March, 1910, was a month long to be remembered in the California 

Eetroleum industry. On March 15 the Lakeview No. 1 gusher in the 
lidway-Sunset field was brought in with an initial daily production 
of about 40,000 barrels. The daily production continued very large 
throughout the remainder of the year and the aggregate production 
of this one well was over 8,000,000 barrels. This large production, 
together with that of other lar^e gushers brought in about this time, 
caused a period of overproduction and depression in the crude petro- 
leum industry of California, from which it did not fully recover 
for six years. Beginning with March, 1910, there was an excess of 
production over consumption, which continued until the middle of 
1915, except in December, 1912, when consumption exceeded produc- 
tion. 
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During April, 1910, the Standard Oil Co. adopted the plan of 
buying crude petroleum on daily runs only, no new contracts being 
made. By the end of the secona quarter there was a distinct weak- 
ness in the prices of fuel oil at coast points, and a tendency of fuel-oil 
users to hold off making contracts covering their requirements due 
to the belief that, with the enormous output of the Lakeview No. 1 
and other gushers, prices must decline. Lack of demand for fuel oil 
reduced the deliveries of the Independent Oil Producers' Agency to 
40 per cent of the production of its members. Other producers were 
in a similar predicament, and some of them began to curtail their 
production. The lon^-expected break in fuel oil prices at coast 
points came at the beginning of the third quarter, when the market 
price dropped $0.10 per barrel at San Francisco and Los Angeles, or 
to $0.90 a barrel. This was for spot delivery, however, and no con- 
tracts were made at this price. Following this decline in fuel oil 
prices the market price of crude petroleum at the producers' tanks 
in the oil fields was reduced for heavy and light crude on September 
1, 1910, when both the Standard Oil Co. and the Associated Oil Co. 
announced that they would pay $0.30 per barrel for daily runs in the 
San Joaquin Valley fields. This was a reduction of $0.20 per barrel 
on heavy crude and of $0.35 per barrel on light crude petroleum. 
The companies selling to the Union Oil Co. actually received $0.36 
er barrel for deliveries in September, while the oouthem Pacific 
]o. continued to pay $0.50 per barrel. When the decrease in prices 
occurred on September 1, the quantity held in storage was over 
27,000,000 barrels and production was about 1,500,000 barrels per 
month in excess of consumption. 

Late in September the Independent Oil Producers' Agency and 
the Associated Oil Co. entered into a contract whereby the Asso- 
ciated was to market the Agency's surplus crude petroleum for a 
period of three years on a 10 per cent commission. This arrangement 
was brought about by the inability of the Union Oil Co. to market 
the total production of the Agency members, and by the lack of 
further storage capacity for the surplus. 

On November 9 the Standard Ou Co. again began making con- 
tracts for light crude, 22^-24° Baum6 at $0.45, an increase of $0.15 
per barrel, while crude 25° Baum6 and over was advanced $0.20 per 
barrel. The price for crude under 22° Baum6 was not advanced at 
this time due to an overproduction of this heavier grade. As a 
result, during the last three months of 1910 conditions had become 
quite serious, especially for the small producer. 

Curtailment of production, which had been talked of for some time, 
and put into practice by some companies, was now considered essential 
by most producers. According to trade journal reports, the subject 
of curtailment of production was discussed at a meeting of the 
directors of the Independent Oil Producers' Agency early in Decem- 
ber, and it was decided that such curtailment was essential. The 
Agency then had in storage over 13,000,000 barrels of crude petroleum 
and its members were producing 35,000 barrels a day and selling only 
25^0 barrels. 

jProduction increased considerably during 1911, mainly as a result 
of the gushers brought in by the Honolulu Consolidated Oil Co. 
and the Standard Oil Co. in the Midway field, and also partly to 
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the active drilling campaigns of the Southern Pacific and Santa Fe 
Kailroads, both of which started drilling on their land grants to 
supply their own consumption. Consumption increased even more 
rapidly than production; however, there was an excess of production 
in each month, which resulted in a steady increase in the quantity of 
crude petroleum held in storage. There was no change in prices 
during l&ll. 

Durmg the third quarter of 1912 stocks continued to increase, 
although consumption was gaining on production. This was the 
condition when, on September 23, the Standard Oil Co. ceased mak- 
ing new contracts for crude peti;oleum under 18^ Baum6. Crude, 
under contracts already in force, continued to be taken at $0.30 a 
barrel, but as these contracts expired they were not renewed. The 
result of the withdrawal of the Standard from the heavy crude 
petroleum market practically meant that the small independent pro- 
ducer of this grade had no market for his production, except throiigh 
the General Petroleum Co., as the Union Oil Co. and Associated Oil 
Co. already had more crude from their own production and from the 
Agency than they could market. Hence, those small producers 
reached only by the pipe lines of the Standard Oil Co. had no market 
at all for their heavy crude petroleum. The refusal of the Standard 
to renew contracts began to nave its effect on production during the 
last quarter of 1912. As their contracts expired, the producers began 
shutting down their wells, and by the latter part of December all 
producers of heavy crude petroleum, except the Standard Oil Co., 
the General Petroleum Co., and the railroad companies, were cur- 
tailing their production. At the end of December it was estimated 
that there were 1,147 wells shut in, with a potential daily production 
of over 26,000 barrels. So far as the total production of the State 
was concerned there was a decline in November and December as 
compared with October, but the total for the whole quarter was 
larger than for any other previous quarter in the history of the 
petroleum industry of California. The overproduction of crude 
petroleum was confined to the heavy crude under 18° Baume, and as 
a result the price of this grade not only was not advanced during 
1912, but, as already stated, on September 23 the Standard Oil Co. 
ceased to make any new contracts for heavy crud'e. On the other 
hand, on March 6 the prices of all grades, 18° Baum6 and above, were 
increased from $0.05 to $0.10 per barrel, except in the case of 21° 
Baum6 crude, which was advanced $0.20, and on April 29 higher 
prices were announced for crude 29° Baum6 and over. 

Throughout the year 1913 production was in excess of consumption 
and for the entire year it exceeded consumption by over 2,200,000 
barrels. During the winter of 1913 more than a thousand wells were 
shut in, with an estimated daily potential production of more than 
25,000 barrels. In June, due to the greatly increased consumption, 
many of these wells were cleaned out and production resumed, but 
the main cause of the increased production during the summer of 
1913 was the bringing in by the Standard Oil Co. of two wells, which 
together produced about 20,000 barrels per day. 

In October, 1913, the Standard Oil Co. announced that it would 
discontinue tne purchasing of crude petroleum from lands which 
were the subject of litigation with the United States Government 
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under the withdrawal order of September 27, 1909. The Standard, as 
purchaser of the crude petroleum, had been made a defendant in. a 
number of pending suits, and the company explained that it did 
not wish to subject itseli to the liability of paying for the crude 
petroleum twice, once to the producer wnen it was purchased, and 
again to the Government, if the latter should wm the withdrawal 
cases. A decline of 13,000 barrels per day in production in the Mid- 
way field and of about 20,000 barrels per day in the State's daily pro- 
duction were attributed to the shutdown or many wells on lands in 
litigation, that were depjrived of a market by the refusal of the 
Standard to purchase their crude petroleum. As a result of this, de- 
crease in production is shown for the last quarter of 1913. Although 
stocks and production had both increased, consumption had increased 
more rapidly, so that the quantity in storage was relatively smaller 
than at the beginning of the year. 

On April 1, 1913, the prices of certain light crudes were changed, 
for example, 30°-32° Baume were decreased $0.05 per barrel, while 
the crudes 35° Baume and over were increased $0.05 per barrel. 
The prices of all other grades remained unchanged. On December 
1 the Standard Oil Co. resumed the purchase of crude petroleum 
below 18° Baume at $0.35 per barrel, which represented an advance 
of $0.05 per barrel over the price of September 23, 1912, when the 
company ceased making contracts. In signing up new contracts 
the company insisted on a two-year term. The price of 18°— 20° 
Baume, inclusive, was also advanced $0.05 per barrel the same day, 
but there were no changes in the prices of the crude 21° Baume and 
over. 

During the first six months of 1914 there were 31 wells brought 
in with an initial daily production of 1,000 barrels or over. The 
production in June, 1914, was the largest ever recorded up to that 
time, with a daily average production of 302,403 barrels. The in- 
crease in June was due to the large production from the gushers 
recently brought in on the Maricopa Flats in the Midway-Sunset 
field. One of these gushers, that of the Lakeview No, 2 Oil Co., 
brought in on May 18, was producing from 20,000 to 25,000 barrels 
per day. In August the Standard again issued an order that only 
the quantity of crude petroleum named in its contracts would be 
taken and that the company would not make contracts for the 
purchase of new crude until conditions changed. This course was 
taken on account of the decreased domestic demand, as well as the 
loss of the South American and Oriental markets, which were tem- 
porarily cut oflf by the war. Attempts were inmiediately made to 
curtail production, which succeeded in reducing the output during: 
the last quarter of the year. The Independent Oil J?roducers' 
Agency began to prorate the crude taken from its members, and 
even tne Standard Oil Co. began to curtail its production. In many 
cases, where drilling was in progress, it was stopped just before 
reaching the oil sand. 

During the early part of 1914 the Shell interests,^ which had 
previously acquired the producing properties of the California Oil- 
fields (Ltd.), organized the Valley Pipe Line Co. and began the 
construction of a pipe line from the Coalinga field to San Fran- 

> Part I, page 110. 
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cisco Bay. About the same time this concern began the erection of 
a refinery and storage facilities at Martinez on oan Francisco Bay. 

The record consumption up to this time was for the second quar- 
ter of 1914, but after the effects of the war began to be felt con- 
sumption declined rapidly throughout the remainder of the year. 
Notwithstanding the reduction in production which began the latter 
part of the year consumption declined to a much greater extent, and 
consequently there was a marked increase in stocks. 

Beginning in 1914 the Standard Oil Co. changed its price policy 
with respect to purchases of crude petroleum, so that contracts cov- 
ering a period of one year or more provided that the producer 
should receive during the period of the contract the current prices 
that this company offered, with the further provision that in case 
of a decline in the prices to a level lower than that named at the 
date of the contract, the producer could, if he so wished, cancel the 
contract. This company was busily contracting for all the heavy 
crude petroleum offered, and on January 20, 1914, it advanced the 
price of crude under 18° Baum6, while the prices for other grades re- 
mained unchanged. On May 20 the Standard Oil Co. reauced the 
prices of all grades of crude of 21° Baum6 and above, $0.05 per 
barrel. This cut in price was due to the overproduction of the light 
grades of crude. The prices of light crudes were again reduced on 
July 1, when the 21°-23° Baume was reduced 2^ cents per barrel 
and 24° Baumfi and above was reduced $0.05 per barrel. On July 
30 the Standard Oil Co. reduced the prices of certain grades of crude 
petroleum, the 24°-26° Baume being reduced 2i cents per barrel, 
the 27°-32° Baum^ $0.05 per barrel, the 33° and 34° Baum^ $0.10 
per barrel, and the 35° Baume and over $0.15 a barrel. There 
were no changes in the prices of the grades lower than 24° Baume. 
The last price reduction for the year was on October 3, when there 
was a reduction of 2| cents for all grades below 27° Baume, while 
all grades 29° Baum6 and above were reduced $0.10 per barrel. 
This was the only reduction in the price of the heavy crude in 1914. 

On February 23, 1915, the Supreme Court of the United States 
handed down its decision in the Midwest case, upholding the validity 
of the withdrawal order of September 27, 1909. This decision had a 
far-reaching effect upon the petroleum industry of California, for the 
Department of Justice immediately began to bring, dispossession suits 
against the claimants to the withdrawn oil lands in California, to ask 
for injunction against further drilling on these lands, and for the 
appointment of receivers. 

The production of each quarter in 1915 was much smaller than 
that for the corresponding period of 1914, and there was a decline 
from the record production of 103,600,000 barrels in 1914 to 89,500,000 
barrels the following year, or a total decline of about 14,000,000 
barrels. There were several causes for the decline in production, 
among which were the low prices of crude petroleum at the well, 
which discouraged drilling operations and led to the temporary aban- 
donment of producing wells, the activity of the United States Depart- 
ment of Justice, mentioned above, and the decline in the output of 
the big gushers in the Midway field. 

Consumption declined about 2,000,000 barrels in 1915, the lowest 
consumption being in the first quarter, after which there was a 
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rapid increase, consumption exceeding production for the last three 
(Quarters of the year. As a result, the quantity of crude petroleum 
in storage reached its maximum of almost 61,000,000 barrels in May, 
after which it declined steadily during the remainder of the year. 
The main reason for the increase in consumption was the war 
demands of the Allies. 

On June 7, 1915, the market price of crude of 20° Baume and 
under was reduced $0.05 per barrel. This was the last decline in 
price up to May 13, 1921. On October 26, 1915, the Standard Oil 
Co. advanced the market price of crude petroleimi of 20° Baume and 
under $0.05 per barrel. On November 20 there was another advance 
in prices. The crude petroleum 14°-20.9° Bamne was advanced 2J 
cents per barrel and crude 21° Baume and over was advanced $0.05 
per barrel, and on December 28 the market prices of all grades of 
crude petroleum were a^ain increased. The crude under 18° Baume 
was increased $0.03 per barrel and the 24° Baume $0.05 per barrel. 
For the first time a different price was quoted for each mcrease of 
1° Baume; beginning with 18°, 1 cent per barrel being added for 
each degree above 17° Baume. 

Price coNDrnoN during the war period. — ^The decrease in pro- 
duction during the first quarter of 1916 was the result of two violent 
storms in the San Joaquin Valley oil fields during January, which 
destroyed nearly 2,000 derricks. Beginning with the second quarter, 
production increased gradually for the remainder of the year, and 
the total for 1916 was approximately 2,300,000 barrels greater than 
that for the previous year. The principal reasons for the relatively, 
small increase in production were the shutting in of approximately 
5,000 barrels daily during the first half of the year ; the failure of 
the Agency members to develop their properties, due to the long-time 
low-priced contracts, and the mstitution of suits by the Government 
against operators on withdrawn lands. The increase in the produc- 
tion during the last half of the year was due chiefly to the cleaning 
out of oil wells that had been closed down, and to more active drilling 
operations. 

There was a considerable decrease in consumption in the first 
quarter of 1916 as compared with the last three months of 1915, 
while during the remainder of the year consumption increased very 
rapidly, the total for the year being about 14,000,000 barrels greater 
than the preceding year and in excess of production by about 13,100,- 
000 barrels. This large increase in consumption was due principally to 
the heavy exportation of petroleum products to meet war demand. 

The year 1916 was characterized by rapidly increasing prices for 
crude petroleum, there being five advances during the year. The 
grade below 18° Baume advanced from $0.43 per barrel m January 
to $0.73 per barrel in November, and the 24° Baume crude from 
$0.50 in January to $0.80 in November. The increase in price for 
crude petroleum above 24° Baume ranged from $0.31 for 25° to 
$0.44 for 37° Baume, while the increase of crude lighter than 37° 
was even greater. 

During the first half of 1917 production was smaller than for the 
last half of 1916, while for the remainder of the year there was a 
considerable increase, principally due to the production from three 
gushers brought in by the Standard Oil Co. m the Montebello pool 
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during August, which together were producing about 25,000 barrels 
a day. Consumption was almost 4,000,000 barrels larger in 1917 
than for the preceding year. This increase occurred in the first half 
of the year as compared with the corresponding period of 1916. 
Consumption continued to exceed production and stocks were drawn 
upon to the extent of almost 11,600,000 barrels. 

In 1917 it was first claimed that an irreducible minimum of stocks 
of 10,000,000 barrels was necessary for the petroleum industry in 
California. In order to operate the pipe lines it was considered 
necessary to keep the lines comparatively full of crude petroleum, 
and at that time it was estimated that the quantity required in pipe 
lines and working tanks was 6,000,000 barrels and that an additional 
4,000,000 barrels was necessary at the refineries. 

During the second quarter of 1917, when production was running 
about 16 per cent beiow consumption and the quantity in storage 
was being rapidly depleted, fears of a serious shortage began to be 
expressed, and in May the governor of California appointed a com- 
mittee with three members to report on the petroleum situation. In 
July this committee rendered a report in which it stated that a very 
serious shortage of crude petroleum was imminent in California, and 
recommended that certain means be taken to increase production 
and conserve consumption. 

As a result of these conditions the prices of crude petroleum were 
increased on three occasions during 1917. The first was on May 11, 
when all grades were increased $0.05 per barrel, and in the following 
month there were two further increases of $0.10 each. In spite of 
the greatly increased market prices, premiums were still being paid 
by the small refiners in some cases for crude petroleum during 
August. 

iJuring the last three quarters of 1918 the production of each 
quarter exceeded that of the corresponding quarter of the preceding 
year. The total for the year exceeded 1917 by almost 4,400,000 bar- 
rels. This increase was due to the development of production in the 
Montebello and Coyote Hills pools. 

Consumption was smaller for each quarter than for the correspond- 
ing quarter of the preceding year. Consumption was greater than 
production for the first half of the year and smaller for the last half, 
but for the entire year there was an excess of consumption of about 
408,000 barrels. 

Early in 1918 the Oil Division of the United States Fuel Adminis- 
tration was organized to exercise general supervision over the petro- 
leum industry of the entire country. In order to increase production 
in California it authorized an increase of $0.25 per barrel in crude 
petroleum prices, and on May 1, 1918, the Standard Oil Co. advanced 
the market price of all grades of crude petroleum $0.25 per barrel. 
This was the only change in prices during the year, and it was the 
largest single increase that had been made up to that time for Cali- 
fornia crude petroleum. It brought the price of crude under 18° 
Baume up to $1.23 per barrel. After the armistice, November 11, 
1918, all war restrictions on the industry were lifted, and on Decem- 
ber 16 the Pacific coast section of the Oil Division of the United 
States Fuel Administration was dissolved. 
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Eecent price CONDITIONS. — ^The productioii of crude petroleum 
was very uniform throughout 1919, at slightly more than 25,000,000 
barrels per quarter. The total production tor the year was only 
416,000 barrels less than that for the preceding year. Following 
the armistice there was a temporary decline in consumption during 
the first half of the year. In the third quarter there was an increase 
of about 2,000,000 barrels over the preceding quarter, while the 
consumption for the last three months was approximately 1,000,000 
barrels greater than that for the third quarter. The 1919 consump- 
tion was about 740,000 barrels greater than that for 1918. For the 
entire year there was an excess of consumption of over 1,500,000 
barrels. 

There was no change in the market price of crude petroleum under 
20° Baume during 1919, but on June 10 all of the lighter crudes 20° 
Baume and over were advanced from $0.01 to $0.05 per barrel. One 
encouraging feature of the situation on the Pacific coast was the great 
increase in production during 1920, the production increasing stead- 
ily throughout each quarter. The increase during the year was due 
chiefly to new production brought in by the Standard Oil Co. and 
the Southern Pacific Co. in the recently developed Elk Hills district. 
The production for 1920 established a record about 2,100,000 barrels 
larger than the previous hi^h record of 1914. Notwithstanding the 
record production of 1920, it was exceeded by consumption for each 
quarter of the year, and for the last half of the year it exceeded that 
of any previous similar period. The excess of consumption was over 
8,000,000 barrels, and stocks were reduced almost to the level of 1910, 
while the annual consumption had increased over 70 per cent. 

Beginning in the last quarter of 1919 and continuing throughout 
1920 there was an insufficient production of certain petroleum prod- 
ucts, especially gasoline, due to a shortage of light crude petro- 
leum, and large purchases were made, particularly from f the Mid- 
Continent and Wyoming fields, to supplement the California sup- 
ply. As a result of this condition three advances were made in 
crude petroleum prices aggregating $0.37 per barrel for crude under 
18° Baume and $1.33 per barrel for 37° Baume crude. 

The production of crude petroleum in the second quarter of 1921 
was the record quarterly production for California, being over 
1,850,000 barrels in excess of the previous high record, which was 
for the last three months of 1920. This increase was largely due to 
the discovery of the Huntington Beach pool, and to the increased 
production from the Elk Hills district. The increased production 
of crude petroleum in the latter part of 1920 and in 1921 enabled 
the California refiners to supply the gasoline demand from their 
oWn refineries. Consumption declined as compared with the last 
two quarters of 1920, consequently stocks increased about 13,000,000 
barrels. 

Beginning in January, 1921, crude petroleum prices were reduced 
more than 60 per cent in all of the oil fields east of the Rocky Moun- 
tains. This was followed by a radical decline in the f . o. b. refinery 
prices of gasoline in the Mid-Continent field, which made it profit- 
able for marketers in California to ship gasoline from Oklahoma 
and Texas into the Pacific coast territory. This competition, to- 
gether with an increase in crude petroleum production, accompanied 
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by a decline in its consumption in California, led to a reduction of 
$0.26 per barrel for all grades of California crude on May 13, 1921. 
On August 3 a further reduction of $0.25 per barrel was made for 
all OTades. This was the first time that prices were low enough in 
the Mid-Continent field to overcome the disadvantages of the high 
f reirfit rates and to enable Mid-Continent gasoline to be shipped into 
the Pacific coast territory in sufficient quantities to affect prices. 

Section 4. Market prices of fuel oil. 

Basis of fuel oil prices. — Fuel oil is marketed under contracts 
which now usually run for one year, but which formerly often 
covered a period of several years. Such contracts formerly specified 
a price for the term of the contract, but in recent years most of the 
marketing companies have not specified the price but have stipu- 
lated that settlement should be made at the price current at the 
place and date of delivery. In some contracts the price agreed on 
IS that announced by the Standard Oil Co. for crude i)etroleum at 
the producers' tanks in the oil fields, plus transportation charges, 
specified in the contract. All prices used in this section are the 
market prices for fuel oil delivered at destination in sellers' tank car, 
tank steamer, barge, or wholesale distributing station. 

The prices of fuel oil on the Pacific coast correspond with the 
prices of heavy crude petroleum quite closely, because a large propor- 
tion of the fuel oil is merely heavy cruae petroleum transported 
directly from the producers' tanks in the oil fields unchanged in any 
respect to the consuming centers along the coast. This proportion 
now runs about 30 per cent, but in former years it ran as high as 
80 oer cent. 

Changes in domestic prices. — San Francisco, Los Angeles, Port- 
land, and Seattle are the most important fuel oil markets on the 
coast, while Spokane is the most important interior market in the 
Pacific coast territory. Appendix Table 6 shows the prices for five 
of the large marketing companies at the above-named points, to- 
gether with the dates oi changes. As a rule the prices of fuel oil at 
the different markets were changed either simultaneously, or almost 
so, by the large marketing companies. In some cases a particular 
company named a higher price than that quoted by the other com- 
panies, as for example, the Standard Oil Co. at Los Angeles during 
the latter part of 1918. The Standard stopped quoting prices in Los 
Angeles after August 7, 1918. No one company uniformly changed 
its prices first. 

Monthly average prices. — ^The market prices of fuel oil have 
been tabulated for the period beginning with January, 1914. But 
before discussing the prices for this period the general trend of 
fuel oil prices irom the autumn of 1909 through 1913 should be 
noted. Iji the fall of 1909 the principal marketers of fuel oil on 
the Pacific coast were the Union Oil Co^ the Associated Oil Co., and 
the Standard Oil Co. The Union Oil Co. had recently made a con- 
tract with the Independent Oil Producers' Agency whereby the for- 
mer was made the exclusive sales agent of the latter. This made the 
Union Oil Co. the most important fuel-oil marketer on the Pacific 
coast at that time. 
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The contract prices of fuel oil at San Francisco Bay points in the 
fall of 1909 ranged from $0.85 to $1.10 per barrel. The Standard 
Oil Co. was offering fuel oil for immeoiate delivery at $0.75 per 
barrel, but was not making contracts at that price. It was believed 
by the trade that this lower price was the result of the recent Union- 
Agency contracts. In February, 1910, the market price of fuel oil 
on ordinary contracts was $1 per barrel in both San Francisco and 
Los Angeles. During this month, however, the Standard Oil Co. 
made a large railroad contract at $0.90 per barrel for the delivery 
of fuel oil at San Francisco Bay points. 

The Lakeview No. 1 gusher came in on March 15, 1910, with 
enormous production and flooded the crude oil market. Anticipat- 
ing a material decline in fuel oil prices, consumers began refusing 
to make contracts at current prices. The expected break in prices 
came early in July. The Union Oil Co. began to quote immediate 
deliveries at San Francisco Bay points at $0.90 per barrel and was 
soon followed by the other marketing companies. Early in Sep- 
tember the Associated Oil Co. made a contract with a large steam- 
ship concern for delivery at San Francisco Bay points at $0.80 per 
barrel. A month later the Standard Oil Co. reduced the contract 
price to $0.60 per barrel. 

The Los Angeles Oil Consumers' Association was formed during 
the summer of 1910 by consumers in Los Angeles who were dis- 
satisfied with the prices of fuel oil quoted by the large marketing 
companies. Among the members of this association were the Los 
Angeles Gas & Electric Co., several ice and brick manufacturing 
concerns, and all of the Los Angeles refineries. The association 
asked for bids on 70,000 barrels a month. Heavy crude petroleum 
at the producers' tanks in the San Joaquin Valley fields was then 
$0.30 per barrel and the railroad freight rate to Los Angeles $0.40 

?er barrel. In November the Associated Oil Co. and the Union 
^il Co. bid $0.90 per barrel. These bids were rejected, and in 
January the association succeeded in getting 10,000 barrels a month 
at $0.70 per barrel. In January, 1911, fuel oil was quoted at San 
Francisco at $0.60 to $0.80 per oarrel and at Los Angeles at $0.70 
to $0.80 per barrel. 

In October, 1912, fuel oil was delivered at Puget Sound points on 
a large railroad contract for $0.70 per barrel, or a decrease of $0.13 
per barrel from the price of the previous year. As already stated, 
due to the continued overproduction of heavy crude in the summer 
and fall of 1912, the Standard Oil Co. on September 23 discontinued 
the renewal of contracts for the purchase of this grade of crude. 
This action of the Standard Oil Co., as well as the low prices being 
paid by other companies, caused a decline in the production of the 
heavy crude, so that the prices of this grade and of fuel oil at coast 
points had increased about $0.10 per barrel by January, 1914. 

At the beginning of 1914 there were three large marketers of fuel 
oil, viz, the Standard Oil Co., the Union Oil Co., and the Associated 
Oil Co. At that time these three companies, as shown in Appendix 
Table 1, were about equal in the volume of their sales. Later the 
General Petroleum Corporation and the Shell Co. became factors in 
the fuel oil market. The monthly average wholesale market prices 
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of the Standard Oil Co. for fuel oil f. o. b. refinery San Francisco 
Bay and Seattle are shown in the following table irom 1914r-1920: 

Table 11. — Monthly average wholesale prices of fuel oil at Seattle and /. o. b. 
refinery San Francisco Bay, announced J>y the Standard Oil Co, {California) , 
191J^1920, 
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January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 

1917. 

January 

February , 

March , 

April , 

May 

June 



San 
Franr 

dSGO. 



Seattle. 



10.82 


10.97 


.85 
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1.17 
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1.35 
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1.42 
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1917. 

July 

August 

September 

October 

November 

December 

1918. 

January 

February 

March 

April 

May 

June 

July 

August 

September 
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November 
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1919. 

January 

February 

March 

April 
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June 

July 

August 
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1920. 

January 

February 

March 

April 

May 

June 

July 

August 
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November 
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San 
Fran- 
cisco. 



$1.45 
1.45 
1.45 
1.45 
1.45 
1.45 



1.45 
1.45 
1.45 
1.48 
1.60 
1.60 
1.60 
1.60 
1.60 
1.60 
1.60 
1.60 



1.60 
1.60 
1.60 
1.60 
1.60 
1.60 
1.60 
1.60 
1.60 
1.60 
1.60 
1.60 



1.60 
1.60 
1.72 
1.85 
1.85 
1.85 
1.94 
2.00 
2.00 
2.00 
2.00 
2.00 



Seattle. 



$1.60 
1.60 
1.60 
1.60 
1.60 
1.60 



1.61 
1.62 
1.64 
1.72 
1.87 
1.87 
1.87 
1.85 
1.85 
1.85 
1.85 
1.87 



1.85 
1.85 
1.85 
1.85 
1.85 
1.85 
1.85 
1.85 
1.85 
L85 
1.85 
L85 



1.85 
1.85 
1.97 
2.10 
2.10 
2.10 
2.19 
2.25 
2.25 
2.25 
2.25 
2.25 



The Standard Oil Co. and the Union Oil Co. quote wholesale 
prices for delivery in San Francisco. Prior to May, 1918, their San 
Francisco prices were the same as those quoted f . o. b. San Francisco 
Bay refineries, while subsequent to the 1st of May the San Fran- 
cisco price had been $0.03 per barrel higher than the refinery price. 
The course of these prices for San Francisco Bay refineries is 
graphically shown on Chart 3, facing page 48. The price move- 
ment of fuel oil at Los Angeles was practically the same as at the 
refineries on San Francisco Bay, so it is not necessary to show the 
Los Angeles prices in the table, and the same applies to prices at 
Portland, which were practically the same as those at Seattle. 
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The average prices of fuel oil in January, 1914, were $0.82 per 
barrel at San Francisco and $0.97 at Seattle. These averages in- 
creased to $0.85 and $1, respectively, in February, and remained 
stationary until August, 1914. Reduction in August and October 
brought the monthly average price at San Francisco down to $0.70 
per barrel in November, and this price obtained until August, 1915. 
In the latter month the price of fuel oil reached its lowest point 
during the period. As shown by Appendix Table 5, on August 6, 
1915, the current prices at San Francisco and Seattle were $0.60 and 
$0.75, respectively, and, as shown in the table above, the monthly 
average prices were $0.64 and $0.78 per barrel. The reason for the 
decline in the price of fuel oil was the decrease in demand brought 
about by the European war and also by the record production of 
crude petroleum (see p. 31). So far as the demand was concerned, 
it was estimated in October, 1914, that there had been a falling off 
in the fuel-oil consumption since the beginning of the war of about 
20JOOO barrels a day. 

fey the autiunn of 1915 the demand for fuel oil had revived, but 
the production of heavy crude had declined. In the last half of 
August, 1915, the price of fuel oil began to advance, and it showed 
an uninterrupted increase until in August, 1920, the averiage price 
reached $2 per barrel at San Francisco Bay refineries and $2.25 per 
barrel at Seattle, or increases of 144 per cent and 132 per cent, 
respectively, over the prices in January, 1914. On May 13, 1921, 
fuel oil was reduced $0.25 per barrel at all points, and a further 
reduction of $0.25 per barrel was made August 3, 1921. During 
the summer of 1918 five of the independent refiners at Los Angeles 
formed the California Petroleum Exchange for the purchase of 
crude petroleum and the sale of fuel-oil and other petroleum prod- 
ucts. Over 60,000 barrels of fuel-oil residuum per month was being 
produced by the members of the exchange. 

Heavy crude petrole.itm and fuel-oil prices. — ^As already stated, 
the principal difference between the price of the heavy crudfe petro- 
leum at the producers' tanks in the oil fields and the prices of fuel 
oil at coast points is that the fuel-oil price generally includes trans- 
portation charges at tariff rates on which there is a profit and also 
handling charges, but at times when demand was very strong the 
margin between the two included an additional profit, while when 
demand was ven^ light the only difference was tne pipe-line trans- 
portation rate, in Appendix Table 6 are shown the monthly average 
prices of heavy crude petroleum at the producers' tanks in the oil 
fields, the monthly average San Francisco Bay f . o. b. refinery fuel- 
oil prices, the difference between those prices and the wholesale 
prices of fuel oil at San Francisco Bay refineries and also the differ- 
ence between the wholesale prices of fuel oil at Seattle and at re- 
fineries on San Francisco Bay. The following table shows the differ- 
ences between the monthly average prices of heavy crude petroleum 
at the producers' tanks in the oil fields and the wholesale price of 
fuel oil at San Francisco Bay refineries and also the difference 
between the Seattle and the San Francisco Bay wholesale prices of 
fuel oil : 







80771*— 22. (To face page 4«' P^'^'f'f^ f^o^rF£TftaLeutiifiDusrRr. ^^rir. 



Ind€x 
Number 



PACIFIC COAST PETROLEUM INDUSTRY. 



49 



Table 12. — Excess of 8an Francisco Bay refinery fuel oil prices over Tiea/uy 
crude petroleum prices in San Joaquin Valley field a^rud of Seattle wholesa^ 
fuel oU prices over San Francisco Bay refinery prices^ 191^-1920. 



Date. 



San Fran- 
cisco Bay 
fuel oil 
prices 
orer field 
prices 

crude. 



1914. 

Jannary-nJuly 

August 

September 

October 

November-December 

1915. 

January 

February-May 

June 

July 

August 

September 

October 

November 

December , 

1916. 

January-liarch 

April-Jime 

Jifiy 

August-November. . . 
December 



10.45 
.37 
.35 
.36 
.32^ 



Seattle 
wholesale 

fueloU 

prices 

over San 

Francisco 

Bay 

prices. 



10.15 
.15 
.15 
.15 
.15 



.11 
.10 
.10 
.10 
.10 
.15 
.17 
.20 
.20 



.37 


.20 


.32 


.20 


.34 


.20 


.37 


.20 


.42 


.20 



Date. 



San Fran- 
cisco Bay 

fuel oil 

prices 
overficAd 

prices 
or heavy 

crude. 



1917. 

January 

February- April. . . 

May 

June-December 

1918. 

January 

February 

March 

April 

May^uly 

August-N ovember . 
December 

1919. 
January-December 

1920. 

January- June 

July 

August-December. 



SO. 44 
.47 
.51 
.47 



.47 
.47 
.47 
.47 
.37 
.37 
.37 



.37 



.37 

.37) 

.40 



Seattle 
vHidAsale 

ftieloil 

prices 

over San 

Frandaco 

Bay 

prices. 



SO. 18 
.15 
.15 
.15 



.16 

.17 

.19 

.27- 

.27 

.25 

.27 



.25 



.25 
.25 
.25 



As already stated, the price of fuel oil at the refineries on San 
Francisco Bay has usually consisted of the price of the heavy crude 
in the oil fields plus the pipe-line rate and a handling charge. The 
pipe- line rate from the San Joaquin oil fields to San Francisco Bay 
is $0.35 per barrel.^ The excess of the San Francisco Bay refinery 
price of fuel oil over the field price of heavy crude petroleum plus 
the transportation rate usually ranged from $0.02 to $0.12 per 
barrel. In December, 1920, the margin was only $0.05 per barrel, 
while during part of the period of overproduction of heavy crude 
petroleum in 1914^1916 the diflFerence between the field price of the 
crude and the fuel oil price at San Francisco Bay was less than 
$0.35 per barrel, which was the pipe-line tariff rate. But as the prin- 
cipal marketers of fuel oil transported the crude petroleum through 
their own pipe lines at a cost during 1914 to 1916, inclusive, ranging 
from $0.11 to about $0.15 per barrel, they still made a profit on trans- 

Eorting the fuel oil even when the margin fell to $0.32 per barrel. 
>uring 1917, 1918, and the first six months of 1919 the pipe-line costs 
per barrel ranged from $0.11 to almost $0.24 per barrel and the 
excess usually from $0.37 to $0.47, so that even during this period 
there was a considerable margin remaining after allowing for the 
pipe-line costs.* 

The difference between the prices of fuel oil at the refineries on 

San Francisco Bay and Seattle is made up of the arbitrary trans- 

■ ^ 

« The Shell Co.'s rate from Coalinga to San Francisco Bay was 15 cents per barrel up 
to February, 1918, when it was increased to 25 cents per barrel. 
« See Part I, page 261. 
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portation charge from San Francisco to Seattle by tank steamer, 
which charge was less than the Shipping Board ratei These tank 
steamers are either owneS or chartered by the marketing companies 
and operated by them. The difference was $0.15 per barrel for all of 
the year 1914, and during 1915, 1916, and 1917 it varied from $0.10 
to $0.20 per barrel, while m 1918 it fluctuated between $0.16 and $0.27 
per barrel, and during all of 1919 and 1920 it was $0.25 per barrel. 
The above differences show that wholesale consumers in Seattle, and 
also at Portland, have ordinarily paid from $0.15 to $0.25 per barrel 
more for fuel oil than consumers purchasing at refineries on San 
Francisco Bay. 



Chapter IV. 
MARKETING REFINED PRODUCTS. 

Section 1. Karketing territory. 

As already stated, the home-marketing territory of the Pacific 
coast for refined petroleum products constitutes a strictly contig- 
uous geographic unit, which in all but one instance is bounded 
by State lines. This marketing area includes the States of Arizona. 
California, Nevada, Oregon, Washington, and a small section oi 
western Idaho. The principal marketing companies do not all sell 
the same variety of products throughout this marketing area. While 
the territory as outlined above is still designated as the home ter- 
ritory in which California petrole'im products are marketed, the 
scarcity of certain products, such as gasoline and fuel oil, in recent 
years made it necessary for some of the large marketing companies 
in California to draw upon refineries operating on Wyoming and 
Mid- Continent crude for gasoline, ana also quite recently upon 
Mexican imports of tops, i. e., unfinished naphtha distillate, and 
also fuel oil, to supplement California production. On the other 
hand, considerable quantities are exported to foreign countries and 
to overseas territories and possessions. During the period 1914-1919 
the principal exports were to British Columbia, Panama, Chile, 
and the Orient, and considerable quantities of certain products were 
sold in Alaska, Hawaii, and the Philippines. 

Section 2. Methods of distribntion. 

DisTRiBUTiNQ AGENCIES. — Refined petroleum products are dis- 
tributed in wholesale quantities in tank steamers, tank cars, 
tank trucks, and wagons. In distributing such products, particu- 
larly gasoline and kerosene, shipments are made in tank cars or 
tank steamers from the refinery to the principal marketing centers, 
where storage facilities are maintained for bulk shipments from 
which the requirements of the retailer are supplied. The retail 
trade, especially that in sparsely settled sections remote from the 
main distributing stations, is often served in barrels, drums, cases, 
and cans. Refined products are distributed to the ultimate con- 
sumer by various retail agencies, (1) service stations where the mer- 
chandising of certain products, such as gasoline and lubricating 
oils, constitute the sole business; (2^ as a side line, for example, 
in connection with the garage business, or when handled with 
other merchandise, such as hardware, paint, groceries, or in a general 
store. 

The distributing organization is well illustrated by that of the 
Standard Oil Co. ( California )2 which is the largest factor in the 
marketing branch of the Pacific coast petroleum industry. On 
January 1, 1920, this company operated 16 main sales stations, 
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385 substations, and 220 service stations throughout the Pacific 
coast territory and Hawaii. The main stations and the substations 
handle all petroleum products and are used for wholesale and 
retail distribution, while the service station distributes directly to 
the consumer. Refined products, such as gasoline, kerosene, and 
lubricating oils, are shipped from the company's refineries in tank 
steamers, tank cars, or motor vehicles to the various main and sub- 
stations, which supply their own service stations and the retail 
trade. The distribution of main stations, substations, and service sta- 
tions operated by the Standard Oil Co. on January 1, 1920, is shown 
in the following table: 

Table 13. — Marketing stationa operated by the Standard Oil Co, Jan, 1, 1920. 



District. 



Phoenix, Ariz 

Bakersfleld, Calif 

Fresno, Calif. 

Los Angeles, Calif 

Oakland, Calif. 

Sacramento, Calif. 

San Diego, Calif 

San Francisco. Calif 

San Jose, Calif 

Stockton, Calif. 

Reno, Ne V '. 

PortlandKOrcK 

TacomaiWasn 

Seattle, Wash 

Spokane, Wash.. , ♦. 

Honolulu, Hawaii 

Total 



Station. 



Main. 



16 



Sub- 
station. 



24 
19 
24 
45 

9 
34 

5 
23 
14 
20 
14 
53 
27 
41 
30 

3 



385 



Service. 



3 

8 

53 

23 

13 

5 

24 

14 

9 

1 

26 

13 

21 

9 



220 



As shown above, there is one main station in each district. Each 
district is under the supervision of a manager, who has general 
charge of the business in his territory. 

Prior to 1915 the marketing functions of the large companies were 
confined chiefly to wholesale distribution of refined petroleum prod- 
ucts, and there was practically no integration of the retail branches 
of the business in their marketing organization. Some of the com- 
panies did retail gasoline and lubricants through their own service 
stations, but their activities in this field were not of suflScient magni- 
tude to be significant. However, beginning with 1915 the develop- 
ment of the retailing activities of the large companies began on a 
large scale ; this was especially true in the case of the Standard Oil 
Co. In 1914 this company had 14 main stations, 147 substations, and 
31 service stations, while on January 1, 1920, the company operated 
16 main stations, 385 substations, and 220 service stations. Its first 
service stations were purchased from the National Supply Company 
on October 1, 1914. 

Leasing equipment. — A noteworthy feature in connection with 

the development of the retail branches of the petroleum business was 

the practice of leasing free of charge or selling on a convenient in- 

stflllment plan service-station eauipment to dealers under the condi- 

t the equipment be used only for the sale of the company's 
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products. The Associated Oil Co. is known to have engaged in this 
practice on a very large scale, having thus brought under its control, 
at the end of 1919, 757 retail stations. The Union Oil Co. has also 
engaged in this practice to some extent, but its activities seem to 
have been confined to the city of Los Angeles and to a less extent to 
other parts of its marketing territory. The Shell Co. reported that 
although it made a practice of renting or leasing equipment to deal- 
ers, it never had any understanding whereby the parties using its 
equipment were obligated to purchase its products. The Standard 
Oil Co. stated that it had furnished equipment free of charge to 
only four stations in the Yosemite National Park, which bound the 
respective dealers by an exclusive sales contrsuct. 

Service stations by States. — Certain refined petroleum products 
are sold directly to the consumer by the four large marketing com- 
panies in the Pacific coast territory from service stations whicn they 
own or control. The number of such stations owned and operated by 
each of the four companies with their location, by States, is given 
in the following table : 

Table 14. — Distribution of retdU service stations hy companies and hy States, 

Jan. i, J920. 



Company. 


Cali- 
fornia. 


Wash- 
ington. 


Oregon. 


Nevada. 


Arizona. 


Total. 


Associated Oil Co 


Number. 

77 

49 

150 

28 


Number. 


Number. 
8 
8 

26 
1 


Nwmber. 


Number. 


Number* 

85 


Shell Co 


20 
43 

1 






77 


Standard Oil Co. — . . 


1 
1 




220 


Union Oil Co 


1 


32 






Total 


304 


64 


43 


2 


1 


414 







The large marketing companies sell gasoline and lubricating oils 
at retail nrom their own service stations, while sales in wholesale 
quantities are made from the refinery or from large distributing sta- 
tions. 

There was considerable variation between the companies in the 
location of their service stations in the different States. The As- 
sociated Oil Co. operated no service stations in the States of Wash- 
ington, Nevada, and Arizona, while the Union Oil Co. was the only 
company having at least one service station in each State in this ter- 
ritory. The Standard Oil Co. and the Shell Co. made sales in 
western Idaho, but they did not maintain service stations in that 
State. About three- fourths of the service stations operated by these 
companies were in California. 

In addition to the stations thus owned and operated by the com- 
panies directly, the Associated Oil Co. reported control of a large 
number of stations through its system of leasing equipment. At the 
end of 1919 this company had tying contracts covering 757 stations, 
of which 716 were in California and the remaining 41 in Oregon. 
The dealers having these contractual relations with the Associated 
Oil Co. include a rather wide range of business establishments, such 
as garages, automobile-accessory dealers, and paint stores. The 
Union Oil Co. reported that it had entered into leasing and condi- 
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tional-sales contract with 48 dealers, all of which were located in 
California, making a total of 80 stations either owned or controlled. 

Service stations by cities. — ^The location of service stations by 
cities throughout the Pacific coast territory was secured from three of 
the large companies. Such information was not received from the 
Shell Co. The location of the service stations by cities for the com- 
panies reporting is shown in Appendix Table 7. The Associated Oil 
Co. did not operate service stations in Los Angeles, nor in any other 
city or town m southern California. The Union Oil Co. owned only- 
one service station in Los Angeles and none in other parts of south- 
ern California. However, these companies had several leasing con- 
tracts at some points that are located in the southern part of tho 
State. For example, the Union Oil Co. has a contract with the 
Pennant Oil & Grease Co., which operated 22 service stations in 
Los Angles. This company also reports 8 leasing contracts in San 
Diego. Thus, while these companies did not retail refined petroleum, 
in southern California, they were assured a share of tihe business in 
this section through their leasing contracts. 

In Portland, Oreg., the Standard Oil Co. maintained 20 service 
stations and the Associated Oil Co. 8, while the Union Oil Co. had 
no service stations there. This latter company did not operate serv- 
ice stations in Seattle or Spokane, Wash., while the Standard Oil 
Co. had 21 and 8 service stations, respectively, in those cities. The 
Associated Oil Co. did not retail gasoline in the States of Washing- 
ton, Nevada, and Arizona. 

As already stated, the Associated Oil Co. had tying contracts 
covering 757 service Stations, of which all but 41 were in California. 
Most of these service stations were located north of Bakersfield, 
Calif. The Associated Oil Co. did not lease any equipment to deal- 
ers in Los Angeles, or in any other town south of oan Luis Obispo, 
where it had leasing contracts with 24 dealers. Sixteen of the re- 
maining 41 stations which were located in Oregon were in Portland. 
Twenty-two of the 48 service stations covered by leasing and con- 
ditional sales contracts with the Union Oil Co. were in Los Angeles. 
These 22 stations were all operated by the Pennant Oil & Grease Co. 
The Union also leased equipment covering 8 stations in San Diego, 
while the remainder were m small towna 

No exact statistics are available showing the proportion of gaso- 
line which was distributed by the large companies directly to the 
consumer or through independent retailers, except for a rough esti- 
mate made by the Standard Oil Co. concerning its own retail trade. 
This company reported that at the beginning of 1920 slightly less 
than half of its gasoline and 60 per cent of its kerosene was sold 
directly to the consumer, while the remainder was sold to the retail 
trade. 

Use or coupon books. — All of the large companies and some of the 
smaller ones operating service stations used coupon books in the 
sale of certain products. These books were sold to consumers and 
contained detachable coupons which called for a definite quantity of 
a given product or a specified money value. As a rule only gasoline, 
engine distillate, and lubricants were sold by means of coupon books. 
In the case where the quantity of the product was stipulated, any 
market fluctuations in the price subsequent to its issuance did not 
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affect the quantity to be sold in exchange for the coupons. The cou- 
pon books that called for a definite money value wiwiout specifying 
the quantities did not exempt the transaction from fluctuations in the 
market price. 

Besides the differences in the coupons noted above there were many 
other distinguishing features. The Standard Oil Co. issued five dif- 
ferent types, the Shell Co. three, and the Union Oil Co. only one type. 
The coupons of the Associated Oil Co. and of the Union Oil Co. were 
accepted by dealers handling their products. The different types of 
coupon books issued are illustrated by those of the Standard Oil Co., 
which sold the following: (1) Gallonage book, (2) order coupon 
book, (3) money book, (4) scrip book, and (5) zerolene gallonage 
book. 

The gallonage book called for a definite ^uantii^ of gasoline and 
was issued in 50 and 100 gallon denominations. * Each coupon con- 
tained in these books called for 1 gallon. This book was accepted 
only at the point of purchase and was sold to commercial-car op- 
erators at 1 cent per gallon off the market price at the time of 
issuance. The order coupon book was issued to large commercial 
concerns for use of salesmen or truck operators. No money was 
paid by the purchaser at the time of its issuance. It called for the 
delivery of gasoline, engine distillate, and zerolene (a lubricating 
oil), and the account of the purchaser was charged as the products 
were delivered at the price current at the time of delivery, less com- 
mercial-car discount. The coupons were accepted at any station of 
the company. The money book contained coupons to the aggregate 
value of either $10 or $20 and could be used for the purchase of 
any product sold at the company's stations. The purchase price 
was paid at the time of issue. No discount was granted and they 
were usually sold to individual car owners for their convenience. 
The scrip book was issued in $10 and $20 values, and was similar 
to the money-order book, except that it contained no coupons, but 
instead a continuous cumulative series of values, the addenda being 
4 cents. The zerolene gallonage book was issued for lubricating oil 
sold under the trade name of zerolene. It contained 20 coupons and 
each was good for 1 quart. The price was that which obtained at 
the time of purchase, less the commercial-car discount. It was ac- 
cepted only at the point of purchase. 

The Shell Co. issued gallonage books, scrip books, and lubricating 
coupon books. This company occasionally withdrew its books from 
sale, depending upon the condition of the general market. The 
Union Oil Co. issued only one kind of coupon book, the money-order 
book, which was good for the purchase ox any product at the com- 
pany's service stations. 

Section 3. Distribnting agencies. 

The liABOE COMPANIES. — In the Pacific coast territory the different 
marketing functions involved in wholesaling and retailing of refined 
petroleum products have been integrated with varying degrees of 
completeness by the following five companies : Associated Oil Co., 
General Petroleum Corporation^ Shell Co., Standard Oil Co., and the 
Union Oil Co. During the period 1914-1919 the General Petroleum 
Corporation was essentially a wholesale distributor of tops, i. e., 
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naphtha distillate and fuel oilj but in the last half of 1919 it began to 
market gasoline, engine distillate, and gas oil at wholesale. As 
stated in Part I, these five companies occupy a dominating position 
in the production and refining of crude petroleum, and they are like- 
wise the controlling factors in the purchase of crude petroleum and 
in the marketing of refined products. 

Other marketers. — ^The information secured by the Commission 
regarding the sales methods of the small marketers shows that some 
degree ofintegration between the refining and marketing branches has 
taken place among them and that the bulk of the products manufac- 
tured by them is distributed directly to the retailer or to the ultimate 
consumer without being handled by a wholesaler. The small refiners 
have been able to largely eliminate the wholesaler because the prod- 
ucts of their refineries are marketed in territory contiguous to their 
plants. This lends stability to their business and allows them to 
distribute their products at a minimum expense. On account of the 
local character of this business, considerations of economy connected 
with carload shipments lose their importance, thus bringing into play 
an additional factor that tends to eliminate the middleman in the 
distribution of the products manufactured by this class of refiners. 

Section 4. Purchases of refined products by large companies. 

The four large marketing companies purchased comparatively 
small quantities of refined products from other refineries for distri- 
bution within their marketing territory during the period 1914- 
June 30, 1919. The purchases that were made during this time were 
made from the smaller refiners in southern California. But during 
the last months of 1919 and in 1920 the shortage of gasoline was so 
great that purchases were made from refineries located in Wyoming 
and in the Mid-Continent oil fields. The Standard Oil Co. secured 
14,716,861 gallons of gasoline and naphtha from Wyoming and 
3,564,050 gallons from the Mid-Continent refineries during the last 
six months of 1919, while in the first half of 1920 about 32,000,000 
gallons were secured from Wyoming and an additional 3,101,950 
gallons from the Mid-Continent fielaT On June 30 additional pur- 
chases aggregating 27,672,200 gallons from Wyoming and 28,750,000 
gallons from the Mid- Continent field were undelivered. The quan- 
tity of gasoline and naphtha which had been distributed in the Pa- 
cific coast territory or which remained to be shipped from Wyoming 
and the Mid-Continent field on June 30, 1920, by the Standard Oil 
Co. was slightly larger than its total sales for the first half of 1919. 

Section 5. Uses and importance of the principal refined products. 

The larger part of the domestic gasoline consumption is used for 
internal combustion engines in automobiles, motor trucks, motor 
boats, stationary and portable engines, airplanes, railroad motor cars, 
farm tractors, and otner stationary and portable power equipment. 
A small proportion is used in the cleaning trade, in the manufac- 
ture of paints, varnishes, rubber, and other products requiring a 
solvent. Engine distillate is also used as a motor fuel, principally 
by motor boats, tractors, and stationary engines in the mining and 
smelting industries. Formerly kerosene was used principally for 
illuminating purposes, but in recent years increasing quantities have 
been used in internal combustion engines, mainly m farm tractors. 
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The chief demand for California kerosene is from the Orient and 
South America, so that the larger part of the production is ex- 
ported. Gas oil is largely used by public utility companies in the 
manufacture of gas. 

The quantities of the principal refined products sold in the 
domestic market by the five large marketing companies are shown 
in the following table : 

Table 15. — Qua/ntity of combined domestic sales of the principal refined products 
by the five large marketing companies, by products, 1918 and 1919. 



Product. 



Gasoline 

Engine distillate 

Kerosene 

Gas oils 

liUbricating oils. 

Total 



1919 



Gallons. 



320,541,177 

114,541,405 

61,492,819 

65,602,133 

44,540,896 



506,808,429 



Percent. 



53.7 

19.2 

10.3 

9.3 

7.5 



100.0 



1918 



Gallons. 



252,399,450 

Ul, 442, 191 

51,309,764 

80,239,835 

53,464,494 



498,845,734 



Percent. 



50.6 
22.3 
10.3 
6.1 
10.7 



100.0 



The total quantity of the combined sales of the principal refined 
products made by the five large marketing companies increased from 
498,846,000 gallons in 1918 to 596,808,000 gallons in 1919, which rep- 
resents an increase of nearly 20 per cent. For the two years gaso- 
line constituted 52 per cent of the total quantity and engine distillate 
21 per cent; hence these two products, which are essentialhr motor 
fuels, represented approximately 73 per cent of the total. Kerosene, 
which is also used to some extent as a motor fuel, constituted about 
10 per cent of the total, gas oil 8 per cent, and lubricants about 9 per 
cent. 

Section 6. Selative importance of marketing companies. 

Distribution in the domestic market. — ^The Standard Oil Co. is 
by far the largest and most important factor in the marketing branch 
or the petroleum industry of the Pacific coast. It markets petro- 
leum products in larger quantities and distributes them throughout 
a wider territory than any of the other large companies. The Union 
Oil Co. ranks second both in the quantity marketed and in the extent 
of its marketing territory, but for most products its sales are much 
smaller than those of the Standard. The Associated Oil Co. ranks 
third, the Shell Co. fourth^ while the General Petroleum Corporation 
was not a factor even m the wholesale distribution oi refined 
products prior to 1919. 

Complete information covering the quantity of the principal 
petroleum products sold by the five large marketing companies is 
available only for 1918 and 1919. Appendix Tables 8-12 show 
detailed information for three of the companies for the period 1914- 
1919. These tables show a large increase in the quantity of each 
of the principal products sold by these companies in 1919 as com- 
pared with 1914. For example, domestic sales of gasoline by the 
Standard Oil Co. increased from 56,272,000 gallons m 1914 to 194,- 
274,000 gallons in 1919, an increase of 245 per cent; those for the 
Union Oil Co. increased from 22,878,000 gallons in 1914 to 71,008,000 
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gallons in 1919, a gain of 210 per cent; while the Associated Oil 
Co. sold 5,431.000 gallons in 1914 and 38,756,000 gallons in 1919, or 
an increase oi 614 per cent. The relative importance of these five 
large marketing companies is shown in the following table : 

Table 16. — Quo/ntity and proportion of principal petroleum products sold hy the 
five large marketing companies in tlie domestic market, in gallons, hy comr 
ponies, 1918 and 1919. 

GASOLINE. 



Company. 



Standard Oil Co 

Union Oil Co 

Associated Oil Co 

Shell Co 

General Fetroleam Corporation. 



Total. 



1919 



Gallons. 



194,273,878 

71,007,799 

88,754,675 

14,580,599 

1,924,326 



320,541,177 



Percent. 



60.6 

22.2 

12.1 

4.6 

.6 



100.0 



1918 



Gallons. 



156,126,554 
55,012,978 
28,589,863 
12,671,066 



252,399,460 



Percent. 



61.9 

21.8 

11.3 

6.0 



100.0 



ENGINE DISTILLATE. 



standard Oil Co 

Union Oil Co 

Associated Oil Co 

Shell Co 

General Fetroleam Corporation. 

Total 



53,201,767 

80,480,380 

21,310,056 

4,489,425 

5,069,777 



114,541,405 



46.6 

26.6 

18.6 

3.9 

4.4 



100.0 



64,546,069 

25,653,781 
10,149,742 



111,442,191 



49.0 

18.9 

23.0 

9.1 



100.0 



KEROSENE. 



Standard Oil Co 

Union Oil Co 

Associated Oil Co 

Shell Co...-. 

General Petroleam Corporation. 



Total. 



48,253,412 

11,235,040 

1,213,942 

790,425 



61,492,819 



78.6 

18,3 

1.9 

1.3 



100.0 




51,309,764 



LUBRICATING OILS. 



79.7 

16.1 

2.5 

1.7 



100.0 



Standard Oil Co 

Union Oil Co 

Associated Oil Co 

Shell Co 

General Petroleum Corporation. 



Total. 



32,686,742 

7,183,304 

608,237 

4,062,612 



44,640,895 



78.4 

16.1 

L4 

9.1 



loao 



36,038,970 

6,633,161 

783,353 

9,999,010 



63^454,494 



67.4 

12.4 

1.6 

18.7 



10D.O 



The combined sales of gasoline for the five companies increased 
from 252,399,000 gallons in 1918 to 320,641,000 gallons in 1919, a gain 
of 27 per cent ; engine distillate, which is also used for a motor fuel, 
increased from 111,442,000 gallons in 1918 to 114,541,000 gallons in 
1919, an increase of 3 per cent; the quantity of kerosene sales was 
51,310,000 gallons in 1918 and 61,493,000 gallons in 1919, which rep- 
resents a 20 per cent increase, while the quantity of lubricating oil 
sales decreased from 53,454,000 gallons in 1918 to 44,541,000 gaUons 
in 1919, or 17 per cent. . 

The relative importance of the different companies is shown by 
their proportion oi the combined quantity sold by all five companies. 
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The Standard Oil Co. had 60.6 per cent of the combined quantity 
of gasoline sales in 1919, the Union Oil Co. 22.2 per cent, the Asso- 
ciated Oil Co. 12.1 per cent, the Shell Co. 4.5 per cent, and the Gen- 
eral Petroleum Corporation only 0.6 per cent. As already stated, 
the General Petroleum Corporation did not manufacture or sell re- 
fined petroleum products prior to 1919. 

The Standard had 46.5 per cent of engine distillate, the Union 26.6 
per cent, the Associated 18.6 per cent, the General 4.4 per cent, and 
the Shell 3.9 per cent. Three companies showed a decline in their 
proportion of the combined quantity sold in 1919 as compared with 
1918. 

The Standard's proportion of the combined quantity of kerosene 
sold by the large companies was larger than for any other product. 
In 1919 this company had 78.5 per cent of the total, the Union 18.3 
per cent, the Associated 1.9 per cent, and the Shell 1.3 per cent. There 
was no marked change in the proportions for the different companies 
from 1918 to 1919. 

The Standard Oil Co. is by far the largest factor in the lubricating- 
oil market. In 1919 it had 73.4 per cent of the combined total for the 
four lar^e companies, the Union was second with 16.1 per cent, the 
8hell third with 9.1 per cent, while the Associated had only 1.4 per 
cent. Notwithstanding there was a decrease of 17 per cent in the 
gallonage of lubricating oil sold in 1919 when compared with 1918, 
the Standard increased its proportion from 67.4 to 73.4 per cent, the 
Union from 12.4 to 16.1 per cent, while the Shell shows a decrease 
from 18.7 to 9.1 per cent of the total for the four companies. 

Distribution by States. — Complete information regarding the 
quantity and proportion of the principal petroleum products sold by 
each of the large marketing companies, by States and Territories, is 
presented in Appendix Tables 8-12. For three of the companies the 
data are available for the period 1914r-June 30, 1919, while for all 
companies they are shown lor 1918 and the first six months of 1919. 
The following table shows the relative importance of each company 
in the distribution of gasoline, engine distillate, kerosene, and lubri- 
cating oils in the specified States and Territories: 
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Table 17. — Proportion of combined quantity of principal refihed products sold by 
each of the large marketing companies in the domestic market, 1918. 



Product and State or Territory. 


Standard. 


Union. 


Asso- 
ciated. 


SheU. 


Total. 


OASOUNE. 

Arizona 


Per cent. 
82.0 
53.1 

<}) 
72.3 
66.3 
76.4 


Per cent. 
18.0 
26.9 


Per cent. 


Per cent. 


Percent. 
100 


fJaiifomia , . . . 


16.9 


6.1 

100.0 

.4 

4.6 

7.0- 


100 


Tdaho , . , . . . . < 


100 


Nevada 


16.3 
16.6 
16.6 


12,0 
12.6 


100 


Orecron 


100 


WfishiTigtmi r - . 


100 








Above six States 


61.0 


22.4 


11.4 


6.2 


100 






AlflftlrA _ - 


• 97.6 
93.1 
82.1 


2.4 

6.9 






100 


Hawaii 






100 


Philippines 


17.9 
99.1 




100 


Othfer ^nmefltic. . . . - - - - - t - r - . 


.9 




100 










Above Territories 


86.6 


4.0 


9.5 




100 








Entire territorv 


61.9 


21.8 


11.3 


6.0 


100 






Arizona ....... ^ - . ..... . , .... 


84.0 
39.0 
98.2 
77.4 
73.9 
84.9 


16.0 
22.6 






100 




31.2 


7.2 
1.8 

.3 
1.6 

.6 


100 


Idaho , 


100 




16.0 
11.6 
14.6 


6.3 
18.0 


100 


Oregon 


100 




100 










48.2 


2a7 


26.3 


6.8 


100 








99.6 
93.6 
97.6 


.6 
6.6 






100 


Hawaii 






100 


"PhiimDines . . . . ., 


2.5 




100 


Other domestic 


(0 


100.0 


100 










Above Territories 


56.9 


1.4 


0) 


41.7 


100 






Entire territorv 


49.0 


18.9 


23.0 


9.1 


100 






KSSOSEinC. 


81.2 

74.6 

100.0 

91.6 

83.7 
87.8 


18.8 
19.8 






100 


nftlffnrnin , , ... 


3.2 


2.6 


100 




100 


Nevada 


8.0 
12.6 
12.1 


.3 

2.0 


.1 

1.7 

.1 


100 




100 


Wa«iingiton ..,.-.,.,.. ^ . - . - . „ . . 


100 








Above six States 


78.2 


17.6 


2.3 


1.9 


100 






A1a<(ka , ... - .... , . 


97.8 
97.6 
90.2 
90.6 


2.2 
2.4 






100 


Hawaii 






100 


PbiV'ppii«s . . 


9.8 




100 


Otiier domestic 


9.6 




100 










Above Territories 


94.2 


1.3 


4.6 




100 








Entire territorv 


79.7 


16.1 


2.6 


1.7 


100 






^irizona 


87.9 
67.9 
94.1 
87.9 
78.0 
72.6 


12.1 
26.9 






100 




4.0 


12.2 

6.9 

.6 

7.0 

9.9 


100 


Tdftho . _ , . . . . 


100 




10.9 
14.6 
17.6 


.6 
.4 


100 


Oregon 


100 




100 










64.9 


22.0 


2.6 


10.5 


100 








98.0 
86.6 
98.4 
69.9 


2.0 
10.2 






100 


Hawaii 




4.3 

1.6 
30.1 


100 


Pbilippliw* 




100 


Other domestic 


(}) 




100 








Above Territories 


70.6 


.2 




29.2 


100 








Entire territorv 


67.4 


12.4 


1.6 


18.7 


100 







1 Less than one-tenth of 1 per cent. 
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The Standard Oil Co. was the only company distributing gasoline 
in every State and Territory of the !Pacific coast territory. Its pro- 
portion of the combined quantity sold by the large companies for 
each product in each State or Territory was much larger than for 
all the other companies combined, except in the case of gasoline in 
western Idaho and engine distillate in California. Its proportion 
for gasoline in the different States and Territories in 1918 ranged 
from 53 per cent in California to 82 per cent in Arizona. The Union 
Oil Co. ranked second, and its proportion of the combined quantity 
varied from 15 per cent in Nevada to 26 per cent in Canfomia. 
This company did not sell in Idaho. The Associated Oil Co. was 
third, and its percentage of the combined quantity ranged from 12 
per cent in Nevada to 16 per cent in California, with no sales in 
Arizona, western Idaho, or Washington. These three companies 
sold 95 per cent of the combined sales of gasoline. The Shell Co. 
sold onlv 5 per cent, which was distributed in California, Nevada, west- 
em Idaho, Oregon, and Washington. The Shell Co. sold practically 
all of the gasoline shipped from California to western Idaho, but 
the total quantity sold m that State was very small. The Standard 
Oil Co. sold 93.4 per eent of the shipments to Alaska and Hawaii 
and the Union Oil Co. the remaining 6.6 per cent. The Standard 
sold 82.1 per cent of the quantity of gasoline shipped to the Philip- 
pines, and the Associated 17.9 per cent. 

The Standard Oil Co. had tne bulk of the engine distillate busi- 
ness outside of California. Its proportion in tne different States 
ranging from 39 per cent in California to 98 per cent in western 
Idaho. The Associated Oil Co. was second with a minimum of 6. 
per cent in Nevada and 31 per cent in California, but it had no sales 
in Arizona, western Idaho, or Washington. The Union Oil Co. 
ranked third with 12 per cent in Oregon and 23 per cent in Cali- 
fornia. It sold engine distillate in even? State except western Idaho. 
The proportion of the combined sales K)r the Shell Co. varied from 
0.3 per cent in Nevada to only 7.2 per cent in California. This com- 
pany had no sales in Arizona. The Standard and the Union made 
all of the shipments to Alaska and Hawaii. The Standard's propor- 
tion was about 98 per cbut. The Standard and Associated made all 
of the shipments to the Philippines. The Standard's proportion 
was 97.5 per cent. 

The Standard Oil Co. and the Union Oil Co. sold 96.5 per cent 
of the kerosene distributed in the six States and made all of the 
shipments to Alaska and Hawaii. The Standard's proportion in 
different States varied from 75 per cent in California to 100 per cent 
in western Idaho, while the proportion sold by the Union varied 
from 8 per cent in Nevada to 20 per cent in California. In Alaska 
and Hawaii the Standard had about 98 per cent of the total. The 
Standard sold 90.2 per cent of the kerosene shipped to the Philip- 
pines and the Associated the remainder. 

Lubricating oils manufactured in California have had a large sale 
outside of the Pacific Coast States; for example, in 1918 about one- 
third of the lubricants sold by the Standard Oil Co. and two-thirds 
of those sold by the Shell Co. were diipped to States not included in 
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the Pacific coast territory, and lubricants and lubricating stock fnHn 
east of the Rocky Mountains were sold in the Pacific coast territory. 
As already stated, the Standard Oil Co. had 67 per cent of the com- 
bined lubricating oil business of the large companies. Its share of 
the business varied from 58 per cent in California to 94 per cent in 
western Idaho. The Shell (Jo. ranked second in the total proportion 
of its sales in the Pacific coast territory. In the Pacific Coast 
States its proportion of the total quantity sold varied from 0.6 per 
cent in Nevada to 12 per cent in California. This company did not 
make any sales in Arizona in 1918. The Union Oil Co. was third, 
with sales ranging from 11 per cent of the combined quantitjr sold 
in Nevada to 26 per cent in California. In Alaska and Hawaii the 
Standard had 98 and 85.6 per cent, respectively, of the business, the 
Union Oil Co. supplied 2 per cent in Alaska and 10.2 per cent in 
Hawaii and the Shell Co. the remainder. The Standard was the 
only lar^e California company that sold lubricants for shipment to 
the Philippines. 

Section 7. Exports of refined products. 

Complete information was furnished by the large marketing com- 
panies showing the Quantity of the principal petroleum products 
exported for 1918 ana 1919, while the Standard Oil Co.^ the UnioD 
Oil Co., and the Associated Oil Co. furnished complete information 
for the period 1914r-1919. The companies furnishing the informa- 
tion for the entire period made the bulk of the exports for all prod- 
ucts, and this information is presented in Appendix Tables 8-12. 
These tables show that domestic sales of gascAine increased quite 
uniformly from 84,600,000 gallons in 1914 to 320,600,000 gallons 
in 1919, or 279 per cent; the quantity exported fluctuated greatly, 
varying from 3,600,000 gallons m 1915 to 42,600,000 gallons m 1918, 
while in the following year they declined to 22,200,000 gallons. The 
d(Mnestic sales of kerosene increased uniformly from 35,600,000 gal- 
lons in 1914 to 61,500,000 gallons in 1919, a gain of 78 per cent 
Kerosene exports varied from 154,600,000 gallons in 1914 to a mini- 
mum of 60,000,000^11ons in 1918, while they increased to 173,000,000 
gallons in 1919. The proportion of exi)ort sales varied from 81 ptf 
cent in 1914 to 54 per oent in 1918, while in 1919 they were almosk 
74 per oent of the total. The bulk of the kerosene manufactured by 
the large refiners is exported, while in 1919 about one-fourth of the 
lubricating oils were shipped to foreign countries. Gasoline and 
engine distillate exports constituted 13 per cent of the total in 1918 
and 5 per cent in 1919. The following table shows the quantities 
and proportions of the domestic and export sales of the principal 
refined products made by the large California marketing oompanies 
combined, 1914-1919 : 
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Table 18. — Combined quantities a/nd proportions of the sales of principal refined 
products "by the large California marketing companies in the domestic and 
export markets, 191Jhi919. 



Product and year. 



OASOUNE. 

914 

915 

916 

917 

918 

919 

ENGINE DISTILLATE 

914 

915 

916 

917 

i918 

1919 

KBBOSENE. 

1914 

1915 

1916 

1917 

1918 

1919 

LUBBICATINa OILS. 

1914 

1915 

1916 

1917 

1918 

1919 

GAS OIL. 

1914 

1915 

1916 : 

1917 

1918 

1919 



Domestic. 



Gallons. 



84,581,000 
123,834,000 
147,885,000 
193,348,000 
252,400,000 
320,541,000 

41,944,000 
52,924,000 
92,612,000 
93,855,000 
111,442,000 
114,542,000 

35,629,000 
36,737,000 
40,391,000 
47,606,000 
61,310,000 
61,493,000 

13,618,000 
18,460,000 
26,030,000 
33,576,000 
63,455,000 
44,541,000 

28,482,000 
26,282,000 
29,270,000 
33,214,000 
30,240,000 
55,692,000 



Percent. 



93.1 
97.2 
80.8 
84.1 
85.6 
03.5 

90.8 
91.4 
02.6 
83.8 
89.4 
98.9 

18.7 
28.3 
35.2 
36.7 
46.1 
26.2 

• 

84.7 
83.4 
78.5 
80.6 
79.8 
75.4 

95.9 
97.7 
93.2 
87.9 
88.0 
93.4 



Export. 



Oallons. 



6,271,000 
3,621,000 
16,810,000 
36,683,000 
42,630,000 
22,153,000 

4,231,000 
4,974,000 
7,449,000 
18,178,000 
13,209,600 
1,216,000 

154,526,000 
92,967,000 
74,427,000 
82,428,000 
59,977,000 

173,056,000 

2,458,000 
3,683,000 
7,116,000 
8,092,000 
13,566,000 
14,651,000 

1,231,000 
610,000 
2,127,000 
4,666,000 
4,116,000 
3,936,000 



Percent. 



6.9 

2.8 

10.2 

15.9 

14.4 

6.5 

9.2 
8.6 
7.4 
16.2 
10.6 
1.1 

81.3 
71.7 
64.8 
63.3 
53.9 
73.8 

15.3 
16.6 
21.5 
19.4 
20.2 
24.6 

4.1 
2.3 
6.8 
12.1 
12.0 
6.6 



Total (gal- 
lons). 



90,852,000 
127,455,000 
164,695,000 
230,031,000 
295,030,000 
342,694,000 

46,175,000 
57,898,000 
100,061,000 
112,033,000 
124,651,000 
115,758,000 

190,155,000 
129,704,000 
114,818,000 
130,124,000 
111,287,000 
234,548,000 

16,076,000 
22,143,000 
33,146,000 
41,668,000 
67,021,000 
50,092,000 

29,713,000 
26,892,000 
31,307,000 
37,780,000 
34,356,000 
59,628,000 



The above statistics cover three of the five large marketing com- 
panies for the entire period and all five for 1918 and 1919. The 
quantity of gasoline exported in 1919 was only about one-half as 
large as that shipped to foreign lands in 1918. Engine distillate 
shows a much greater decline, from about 13,200,000 gallons in 1918 
to only 1,200,W)0 gallons in 1919. This reduction in exports was 
probably due to the shortage of gasoline on the Pacific coast during 
the last half of 1919. The exports of gas oil and lubricating oils 
remained practically constant during 1918 and 1919. The following 
table shows the proportion of the combined exports of the principal 
refined products exported by each of the four large marketing com- 
panies in 1918 and 1919 : 

Table 19. — Proportion of the principal refined products exported by each of the 
large marketing companies in California, 1918 and 1919, 



Company. 


Gasoline. 


Engine distillate. 


Kerosene. 


Lubricating oils. 


1918 


1919 


1918 


1919 


1918 


1919 


1918 


1919 


Standard Oil Co 

TJnionOilCo 

Associated Oil Co 


Percent. 

76 

6 

14 

4 


Percent. 

75 

3 

16 

6 


Per cent. 

92 

1 

7 


Percent. 

68 

7 

25 


Per cent. 

98 

1 

1 


Percent. 
92 

1 


Percent. 

95 

2 


Percent. 
76 
3 


SheUCo 


7 


3 


21 












Total 


100 


100 


100 


100 


100 


100 


100 


100 
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The Standard Oil Co. was the largest factor in the export naarket 
for all of the principal refined products. The Associated Oil Co. 
was the second largest exporter of motor fuels in 1918 and 1919. 
but its exports of kerosene and lubricants were very small. The 
Shell Co. ranked third for gasoline in 1919, but was second for lubri- 
cants in both years. The Union Oil Co. exported small quantities 
in 1918 and 1919. 
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Chapter V. 
PRICES OP GASOLINE AND KEROSENE. 

Section 1. Character and source of price information. 

Character of prices. — In the domestic market there are three 
iifferent prices for gasoline commonly quoted on the Pacific coast, 
(1) the retail price fcr pleasure automobiles; (2) a 1-cent per gallon 
iiscount from the retail price for commercial automobiles and 
trucks; and (3) a 2-cent per gallon discount from the retail price 
Eor garages ana other retailer& During January, 1920, the gasoline 
sales of the Standard Oil Co. were divided as follows : 22 per cent 
Eit the full retail price, 26 per cent at a discount of 1 cent per gallon, 
and 52 per cent at a discount of 2 cents per gallon. The retail or 
service station prices for gasoline are presented in this report. 

There are two prices for kerosene, (1) the wholesale or tank-wagon 
price to retailei^j and (2) the retail price. Gasoline and kerosene are 
sometimes sold in large quantities, f . o. b. refinery, for either domestic 
or export trade, but the prices for such transactions are not commonly 
quoted. The wnolesale or tank-wagon prices of kerosene are presented 
because satisfactory retail prices could not be secured. The domestic 
demand for kerosene is largelv met through deliveries by tank 
wagons to retail storekeepers, wno in turn seU in small quantities to 
the consumers. 

Source op price information. — ^AU of the prices for both gasoline 
and kerosene on the Pacific coast were obtained directly from the 
four large marketing companies. Prior to 1919 the General Petro- 
leum Corporation was not a factor in the wholesale or retail gasoline 
and kerosene market. The prices presented for gasoline and kero- 
sene for Kansas City were obtained from trade ]oumal quotations. 

Section 2. Betail prices of gasoline^ 

Prices prior to 1914. — Gasoline prices are shown in Appendix 
Table 13 for the period 1914r-1920, but in order to show the situation 
at the beginning of this period a brief description of the general 
course oi gasoline prices before 1914 is presented. In 1912 the 
Standard Oil Co. and the Union Oil Co. were the only large market- 
ers of ffasoline on the Pacific coast, although there were a number 
of small independent refiners at Los Angeles and San Francisco. 
The Associated Oil Co. was not then in the gasoline marketing busi- 
ness and the Shell interests had not yet entered the Pacific coast 
market. The Shell Co. (Inc.), the successor of the American Gaso- 
line Co., was chartered in New York on August 30, 1912, and began 
marketing petroleum products in California. A cargo of gasoline 
had been imported from the East Indies by the Shell interests. It 
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had also acquired a refinery site at Martinez on San Francisco Bay, 
and had applied for a pipe-line franchise. The Standard Oil Co. 
was at this tune building a new refinery at Los Angeles. 

By the fall of 1912 there were from 12 to 15 small independent 
refineries located in the vicinity of Los Angeles, and there were a 
number at points aroimd San Francisco Bay. Some of the small 
Los Angeles refineries were connected by pipe line with the local oil 
fields, while others got their supply of crude petroleum by tank 
cars. All of the small San Francisco Bay refineries obtained their 
crude supply by tank car. In December, 1912, some of the small 
wholesalers at Los Angeles cut the price of gasoline. This, it was 
alleged, was done to meet the competition of the Indian & Colonial 
Co., which had recently started sellinff gasoline in Los Angeles, and 
in order to secure trade had cut imder the existing market price. 
During the spring of 1913 the cutting of prices continued. 

Changes in prices, 1914r-1920. — ^By 1914 the Associated Oil Co. 
had become a marketer of gasoline. The Standard Oil Co., however, 
was still by far the largest factor and the Union Oil Co. was second 
in importance. The (^neral Petroleum Co., the predecessor of the 
General Petroleum Corporation, was not a distributor of gasoline. 
The retail market prices of gasoline at Los Angeles and San Fran- 
cisco, Calif., Portland, Oreg., Seattle, Wash., Fhoenix, Ariz., and 
Reno, Nev., for the period 1914^1920 are shown in' Appendix 
Table 13. 

The retail prices of gasoline continued to decline during 1914, 
the last decrease occurring October 22, at which time the prices at 
San Francisco, Seattle, and Portland were 3 cents per gallon belo^v 
the January price. On October 8, 1914, the Standard Oil Co. began 
operating the service stations which it had purchased from the Na- 
tional Supply Co. The entrance of the Standard into the retail 
trade resulted in establishing the margin between the retail and 
the wholesale price at 2 cents per gallon. Foj* the first 10 months 
of 1914 the retail margin had been at times as large as 9^ cents per 
gallon. In October, 1914, the retail price of gasoline had been cut 
to 12J cents per gallon in San Francisco and to 13 cents per gallon 
in Portland and Seattle. 

On February 2, 1915, the retail prices of gasoline were reduced 
1 cent per gallon, making the price 11^ cents at San Francisco and 
12 cents per. gallon at Seattle and Portland. On July 7 there was 
another general reduction of one-half cent per gallon. On Sep- 
tember 23 prices were advanced 1 cent per gallon (see p. 113), while 
there were two advances of 1 cent per gallon in October and a fur- 
ther increase of 1 cent per gallon in November. This made the 
fourth advance in a little over two months, amounting in all to a 
total of 4 cents per gallon. There were four general advances of 
1 cent per gallon in the prices of gasoline during the first part of 
1916, each advance becoming effective at practically the same date 
for all of the large marketing companies. These dates were Jan- 
uary 5, February 7 and 15, and April 6. The advance of February 
15 was the last one that was made exactly simultaneously by all the 
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jompanies until June 10, 1919, The advance on April 6 made the 
•etail price of gasoline 8 cents per gallon higher than it had been 
it its lowest point, only seven months before, or from 3^ to 4J cents 
)er gallon higher than the price on Januaiy 1, 1914^ at most points, 
[n August, 1916, the price at Portland, which up to this time had 
)een the same as that at Seattle, was advanced 1 cent above the 
Seattle price. On December 2 and 3 there was a general advance 
n ffasoline prices of 1 cent per gallon. 

During 1917 there was no change in the retail prices of gasoline 
n San Francisco and Seattle, but the price in Portland was reduced 
L cent per gallon in May, which again made the prices the same 
m Portland and Seattle. In March, 1918, the retail prices were 
idvanced one-half cent per gallon at both Portland and Seattle, 
[n the spring of 1918 the Oil Division of the United States Fuel 
^.dministration, in cooperation with the industry, stabilized the mar- 
ket price for both crude and refined petroleum products. An in- 
:;rease of 26 cents per barrel was authorized for crude petroleum 
md 15 cents per barrel for fuel oil, while tKe Fuel Administration 
looked with disfavor upon any increase in the prices of refined prod- 
ucts, consequently no advances were made at a time when the prices 
of most other commodities were advanced. The general increase of 
one-half cent per gallon, which was made in August, was author- 
ized by the Fuel Administration to cover an advance in freight 
rates. The control of the United States Fuel Administration was 
terminated December 1, 1918. 

In March, 1919, the retail price at Portland was again increased 
1 cent per gallon above the price at Seattle by all companies except 
the Associated Oil Co., and m June there was a general advance of 
1 cent per gallon in the retail price of gasoline throughout the entire 
Pacific coast territory. A shortage of gasoline developed in the 
latter part of the year which necessitated tne purchase of large quan- 
tities of gasoline from Mid-Continent refineries for distribution in 
the southern part of the Pacific coast territory; while purchases were 
made in Wyoming for shipment into the Pacific Northwest. The 
Standard Oil Co, and the Union Oil Co. advanced the price of gaso- 
line IJ cents per gallon at Portland in December, on account of the 
legal requirement that gasoline sold within that State must be 56*^ 
Baume or over. 

On January 7, 1920, the Shell Co. made its price of gasoline in 
Portland the same as the Standard and Union. The Associated Oil 
Co. increased its price one-half cent per gallon in Portland on Janu- 
ary 30, 1920, and made another increase of 1 cent per gallon on Feb- 
ruary 6. With this last increase the Associated was still 1 cent per 
gallon below the other companies. In March, 1920, there was a gen- 
eral increase of 2 cents per gallon throughout the entire Pacific coast 
territory (see p. 88). This increase was effective March 17 for all 
companies except the Associated Oil Co. The Associated increased its 
prices the following day, March 18, and at this time it made its price 
m Portland the same as the other companies. The Portland price 
was then 27 cents per gallon, or 2^ cents above the Seattle price. Dur- 



68 PACIFIC COAST PETROLEUM INDUSTRY. 

ing the last week in July and the first week in August further ad- 
vances were made in the retail prices of gasoline, which, compared 
with the prices on March 17, amounted to an increase of SJ cents per 
^Uon in San Francisco and Seattle and of 2 cents per gallon ii 
Portland. At this time the price advances were first made by the 
Shell Co., then by the Union Oil Co., and then by the Standard Oil 
Co. Th© circumstances under which these advances were made 
according to a trade journal were as follows:^ 

Effective August 4, the Union Oil Co. of California advanced the price of gaso- 
line from 25 to 27 cents a gallon with the published announcement that tb^ 
importing 2 of additional suppUes from the Eastern fields made it absolutely 
essential to increase the price. Following this lead, all members of the Inde- 
pendent Marketers Association at a meeting held Wednesday decided to raise 
the price to the same standard. The Standard Oil Co. to-day (August 6) met 
the price of 27 cents in Los Angeles and San Francisco. 

Every previous advance during the past has been established by the Standard, 
which as a natural result has stood the brunt of criticism on the part of the 
press and the public. 

The advances in August, which were the last ones in 1920, made 
the total advances in retail prices during the year SJ cents per gallon 
at San Francisco and Seattle. This was the largest advance ever 
made during any one calendar year, the next having been a total 
of 5 cents per gallon during 1916. 

The shortage in gasoline on the Pacific coast, which had been grow- 
ing for some time, became so acute during the summer of 1920 thai 
the rationing of gasoline was inaugurated at the service stations of 
several of the large marketing companies. Automobiles were allowed 
from 2 to 5 gallons at a time, and then only when the gasoline already 
in their tanks "was low. The rationing applied to pleasure cars only, 
commercial cars not being affected. On account of the shortage of 
gasoline, large orders were placed with Mid-Continent and Wyoming 
refiners during the summer of 1920 by some of the California mar- 
keting companies who could not supply their trade from their pro- 
duction. 

MoNTHLT AVERAGE PRICES. — ^As already shown, the changes in the 
retail market prices for gasoline have been made by the different 
companies at approximately the same time. As the Standard Oil Co. 
is the largest marketer of gasoline, its prices have been used as a basis 
for monthly average prices at three important Pacific coast cities 
(see p. 59). The following table shows the monthly average prices 
of gasoline at San Francisco, Portland, and Seattle : 

^ Oil and Oas Journal, Aug. 13, 1920, p. 44. 

^ By " importing " is meant shipments into California from other sections of the United 
states. 
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Table 20. — Monthly average retail prices of gasoUne per gallon^ 191Iir-192L 



Datd. 



1914. 

January 

February. . . 

Karch 

AprU 

Jiay 

June 

July 

August 

September.. 

October 

Nov^nber. . 
December . . 

1915. 
January — 
February. . . 

March 

April 

May 

June 

July 

August 

September,. 

October . 

November. . 
December.. 

1916. 

January 

February... 

March 

April 

May 

June 

July 

August 

September . . 

October 

November. . 
December.. 

1917. 

January 

February 

March 

AprU 

May 

June , 

July 

August 

Septemb^... 

October 

November. . , 
December . . 



San Fran- 
cisco. 


Port- 
land. 


Seattle. 


iai55 


10.160 


iai60 


.155 


.160 


.160 


.155 


.160 


.160 


.155 


.160 


.160 


.153 


.158 


.158 


.150 


.155 


.155 


.145 


.150 


.150 


.145 


.150 


.160 


.137 


.142 


.142 


.132 


.137 


.137 


.125 


.100 


.130 


.125 


.130 


\130 


.125 


.130 


.130 


.115 


.120 


.120 


.115 


.120 


.120 


.115 


.120 


.120 


.115 


.120 


.120 


.115 


.120 


.120 


.111 


.116 


.116 


.110 


.115 


.115 


.113 


.118 


.118 


.131 


.136 


.136 


.141 


.146 


.146 


.150 


.156 


.155 


.159 


.164 


.164 


.173 


.178 


.178 


.180 


.186 


.185 


.188 


.103 


.193 


.190 


.195 


.195 


.190 


.195 


.195 


.190 


.195 


.195 


.190 


.205 


.195 


.190 


.205 


.195 


.190 


.206 


.195 


.190 


.205 


.195 


.200 


.215 


.206 


.200 


.216 


.205 


.200 


.216 


.205 


.200 


.216 


.205 


.200 


.216 


.205 


.200 


.211 


.205 


.200 


.206 


.206 


.200 


.206 


.205 


.200 


.206 


.205 


.200 


.205 


.205 


.200 


.205 


.205 


.200 


.205 


.205 


.200 


.205 


.205 



Date. 



1918. 

January 

February.. 

March 

AprU 

May 

June 

July 

August 

September. 

October 

November.. 
December. . . 



1919. 

January 

February . . 

March 

April 

M*y 

June 

July 

August 

September . 

October 

November. . 
December. . 



1920. 

January 

February. . . 

March 

April 

May 

June 

July 

August 

September . . 

Octobor 

November... 
December. . . 



1921. 

January 

February. . 

March 

AprU 

May 

June 

July 

August 

September . 

October 

November . 

December . 



San Fran- 
cisco. 



Port- 
land. 



ia200 
.200 
.200 
.200 
.200 
.200 
.200 
.204 
.205 
.205 
.206 
.205 



.205 
.205 
.205 
.205 
.205 
.212 
.215 
.215 
.215 
.215 
.215 
.215 



.215 
.215 
.225 
.235 
.235 
.235 
.235 
.264 
.270 
.270 
.270 
270 



.270 
.270 
.270 
.270 
.258 
.250 
.250 
.231 
.230 
.230 
.230 
.230 



10.206 
.205 
.206 
.210 
.210 
.210 
.210 
.214 
.215 
.215 
.216 
.215 



.215 
.215 
.220 
.225 
.225 
.232 
.235 
.235 
.235 
.235 
.235 
.212 



.250 
.260 
.280 
.270 
.265 
.255 
.255 
.284 
.290 
.290 
.290 
.290 



.290 

.290 

1.300 

. ».300 

1.287 

1.280 

1.280 

1.261 

1,260 

1.260 

1.260 

1.260 



Seattle. 



$0,205 
.205 
.206 
.210 
.210 
.210 
.210 
.214 
.215 
.215 
.216 
.215 



.215 
.215 
.215 
.215 
.215 
.222 
.225 
.225 
.225 
.225 
.226 
.225 



.225 
.225 
.235 
.245 
.245 
.245 
.245 
.274 
.280 
.280 
.280 
.280 



.280 

.280 

.280 

.280 

.268 

.260 

.260 

«.251 

>.250 

«.250 

•.250 

«.250 



1 Includes a tax of 2 cents per gallon. 



s Includes a tax of 1 cent per gaUon. 



Appendix Table 14 shows also, in addition to the above, index num- 
bers. The above monthly average prices were obtained by taking the 
•announced prices of the Standard Oil Co. for the number of days they 
were in effect. The Seattle price was one-half cent per gallon higher 
than that for San Francisco from January,* 1914, to March, 1918, and 
from April, 1918. until Au^st, 1921, it was 1 cent higher. Since 
August, 1921, a State tax of 1 cent per gallon increased the margin 
to 2 cents per gallon. There was considerable fluctuation, however, 
between the Portland and the San Francisco prices. From January, 
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1914, to July, 1916, the difference was one-half cent per gallon; from 
August, 1916, to Majr, 1917, the Portland price was 1^ cents higher 
than that for San Francisco; beginning with June and continuing 
until March, 1918, the margin between the two was one-half cent 
again ; in the following month the Portland price was again 1 cent 
higher, and this difference was maintained until March, 1919. Be- 
ginning with April, 1919, and continuing throughout November the 
Portland price was 2 cents above that for San Francisco. In Janu- 
ary, 1920, the margin was 3^ cents, and that difference was main- 
tamed to May, while from June, 1920, until March, 1921, it was 2 
cents, after wnich time a State tax of 2 cents per gallon increased the 
margin to 3 cents per gallon. As already stated, the large margin 
in 1920 was due to the fiaume requirements of the Oregon otate law. 

The monthly average retail prices for Portland and Seattle were 
identical from January 1, 1914, through July, 1916; after the 
latter date the Portland price was 1 cent in excess of the Seattle price 
through April, 1917. Beginning with June, 1917, they were again 
identical in both cities until March, 1919, and from April through 
November of the same year the Portland price again exceeded that 
for Seattle by 1 cent per gallon. From January to April, 1920, the 
Portland price exceeded that for Seattle by 2^ cents pergallon, while 
from June, 1920, imtil March, 1921, the excess for I*ortland was 
again 1 cent j^r gallon. The Oregon State tax of 2 cents per gallon 
became effective earlier than the Washington tax, and as a result 
the Portland price was 2 cents per gallon higher than the Seattle 
price from March to July, inclusive, after which time it was 1 cent 
per gallon greater. 

San Francisoo and Kansas Citt prices. — ^San Francisco is one of 
the largest gasoline markets in the Pacific coast territory and Kansas 
City is one of the largest markets near the Mid-Continent oil fields. 
The Mid-Continent and California oil fields are so distant from each 
other that shipments of gasoline have been made from one region to 
the other only in times of acute shortage or when the margin between 
prices in the two sections was much wider than usual. For example, 
early in 1916, when there was a shortage of gasoline east of the 
Eocky Mountains and California had scarcely emerged from the 1914 
overproduction, some " tops," i. e., unfinished naphtha distillates, were 
shipped from California to Mid-Continent refiners, and in 1919 and 
1920, during the shortage in California^ shipments of gasoline were 
made by the Mid-Continent and Wyoming refiners to tne Calfomia 
marketmg companies, and again in the spring of 1921 gasoline prices 
were so low at Mid-Continent refineries that shipments were made to 
the southern part of the Pacific coast territory. On the whole, how- ' 
ever, the prices of gasoline on the Pacific coast and in the Mid- 
Continent territory have had little effect upon each other. The follow- 
ing table shows the movements of the monthly average tank-wagon 
or wholesale prices of gasoline at San Francisco and I&nsas City : 
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Tabub 21. — Monthly average wholeaale tank-wagon prices of gasoline per gallon 

at San Francisco and Kansas City, IBUhi^^l* 



Bate. 



1914. 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 

1915. 

January 

February 

March 

April 

MAy 

June 

July 

August 

September 

October 

November 

December 

1916. 

January 

February 

March 

April 

MAy 

June 

July 

August 

September 

October 

November 

December 

1917. 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 



Ban Fran- 
cisco. 



10.145 


10.140 


.145 


.135 


.145 


.135 


.145 


.130 


.143 


.125 


.140 


.120 


.135 


.108 


.135 


.103 


.127 


.108 


.122 


.103 


.105 


.103 


.105 


.103 



.105 
.096 
.095 
.095 
.095 
.095 
.091 
.090 
.093 
.111 
.121 
.130 



.139 
.153 
.100 
.168 
.170 
.170 
.170 
.170 
.170 
.170 
.170 
.180 



.180 
.180 
.180 
.180 
.180 
.180 
.180 
.180 
.180 
.180 
.180 
.180 



Kansas 
City. 






.103 
.103 
.098 
.098 
.098 
.098 
.088 
.088 
.088 
.108 
.118 
.138 



.158 
.168 
.168 
.178 
.178 
.178 
.178 
.178 
.168 
.158 
.148 
.148 



.168 
.183 
.183 
.183 
.193 
.193 
.193 
.193 
.203 
.203 
.203 
.203 



Date. 



1918. 

January 

FebroEuy 

March 

April 

May 

June 

July 

Augost 

September 

October 

November 

December 

1919. 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 

1920. 

January 

February 

March 

April 

MSy 

June 

July 

August 

September 

October 

November 

December 

1921. 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 



San Fran- 
Cisco. 



10.180 
.180 
.180 
.180 
.180 
.180 
.180 
.184 
.185 
.185 
.185 
.185 



.185 
.185 
.185 
.185 
.185 
.192 
.195 
.195 
.195 
.195 
.195 
.195 



.105 
.195 
.205 
.215 
.215 
.215 
.215 
.244 
.250 
.250 
.250 
.250 



.250 
.250 
.250 
.250 
.238 
.230 
.230 
.211 
.210 
.210 
.210 
.210 



City. 



10.203 
.203 
.203 
.203 
.218 
.218 
.218 
.223 
.223 
.223 
.223 
.223 



.223 
.223 
.223 
.223 
.223 
.223 
.215 
.213 
.213 
.213 
.213 
.214 



.216 
.231 
.243 
.252 
.252 
.262 
.262 
.262 
.265 
.265 
.265 
.265 



.249 
.210 
.210 
.210 
.186 
.183 
.167 
.158 
.157 
.158 
.178 
.182 



The comparison between San Francisco, Portland, and Seattle was 
given for retail service-station prices, while the above table gives the 
wholesale tank-wagon prices, xhe movement of the monthly aver- 
age prices in the above table is shown graphically in Chart 4, oppo- 
site page 72. The index numbers of these prices are also shown in Ap- 
penaix Table 15, in order to facilitate the comparison of the exact 
relative movement in the two markets. 

The monthly average wholesale tank-wagon prices of gasoline at 
the two cities differed only one-half cent per gallon in January, 1914, 
the prices being 14J cents per gallon at San Francisco and 14 cents 
per gallon at Kansas City. Early in 1914 they declined in both 
cities, but to an unequal extent, the price at San Francisco becom- 
ing slightly lower than that at Kansas City from February to June, 
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1915, after which the Kansas City price was lower until November. 
The prices at both cities reached their lowest point during the summer 
of 1915, the average monthly price at San Francisco declining to 9 
cents per gallon and that at Kansas City to 8.8 cents per gallon. 
From that time on the prices increased at both places, except for a 
decline of '3 cents per gallon at Kansas City during the latter part 
of 1916, which was entirely overcome early in 1917. From February, 
1917, to the end of 1920 the wholesale tank-wagon price of gasoline 
at Kansas City was from three-tenths of 1 cent to 4.7 cents per gallon 
higher than at San Francisco. The increase in price from January, 
1914, was likewise greater in Kansas City. The increase in San Fran- 
cisco was lOJ cents per gallon and at Kansas City 12J cents per gal- 
lon, or a^ain of 72 per cent in the former city and of 89 per cent at 
Kansas City. In 1921 prices declined very rapidly to the January, 

1916, level in the Mid-Continent territory, while in San Francisco 
there was no change until May and a second decline in August, 
which made San Francisco prices only slightly less than those of 
July, 1920. 

Section 3. Wholesale price of kerosene. 

Pacific coast prices. — The domestic consumption of kerosene in 
the Pacific coast territory is not nearly as lar^e as that for gasoline, 
and the proportion of the total quantity sold in the home market is 
small compared with that exported. On account of the compara- 
tively small domestic demand the price changes during the period 
have been influenced more by conditions in the export market than 
by conditions in the home market. The prices presented in this sec- 
tion are the monthly average wholesale tank-wagon prices. As San 
Francisco is the most important domestic market for kerosene on 
the Pacific coast, the monthly average prices for that city are pre- 
sented in the following table: 

Table 22. — Monthly average wholesaZe tafih-woffon prices of kerosene per gallon 

at San Francisco, 1914-1921. 



i 



Date. 



January, 1914-July, 1918 

August,1918 

September, 1918-Febniary, 1919 

Marcli,1919 

Aprll,i91»-June, 1919 

Jifly,191^reb. 1920 

March, 1920 

April, 1920-June, 1920 

Jifly,1920 

August, 1920-May, 1921 

June,1921 

July,1921i 



Tank- 
wagon 
price. 


Index 
number. 


10.090 


100 


.094 


104 


.096 


106 


.105 


117 


.115 


128 


.125 


139 


.130 


144 


.135 


150 


.155 


172 


.165 


183 


.150 


167 


.145 


161 



^ No further change during 1921. 



The domestic wholesale prices of kerosene have been very stable. 
The price of 9 cents per gallon was quoted first in July, 1912, and 
continued unchanged until July, 1918, a period of six years. Kero- 
sene was the only petroleum product that did not decline in price 
during 1914 and 1915. The wholesale domestic gasoline prices de- 
clined 5J cents per gallon from January, 1914, to August, 1916, when 
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the wholesale price of both gasoline and kerosene became exactly the 
same, namely, 9 cents per gallon. Beginning in September, 1915, 
gasoline prices began to increase rapidly until they were 18 cents 
per gallon in December, 1916, while the wholesale price of kerosene 
remained at 9 cents per gallon. 

The first increase in the domestic wholesale price of kerosene was 
in August, 1918, when it increased one-half cent per gallon, and 
in 1919 there was an increase of 3 cents per gallon, while during 
1920 there was a further increase of 4 cents per ffallon, making a 
total increase of 7i cents, or 83 per cent, at the ena of 1920, as com- 
part with January, 1914. The increase in the prices of kerosene 
during 1919 and 1920 was due largely to the revival of the export 
trade. The movement of the wholesale kerosene prices is graphi- 
cally presented in Chart 4, opposite pace 72. Kerosene prices re- 
mained at the high 1920 level through May, 1921. In June there 
was a reduction of 2 cents per gallon. 

San Francisco and Kansas Cirr prices. — ^llie wholesale tank- 
wagon prices at San Francisco show the domestic price movements 
for kerosene produced in the California field, while those for Kansas 
City show the price movement for the Mid-Continent field. The 
bult of the California production is sold for export, while most of 
that produced by the inland refineries in the Mid-Continent field is 
sold in the domestic market, consequently the price changes at San 
Francisco reflect in a large part the export market conditions, while 
those at Kansas City are influenced principally by the domestic 
supply and demand'. The monthly average wholesale prices of 
kerosene at Kansas City and San Francisco are shown in the follow- 
ing table : 

« 

Table 23. — Monthly average wholesale ttmk-vyagon prices of kerosene per gallon 

at San Framcisco and Kansas City, 191k-1921, 



Date. 



1914. 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 

1915. 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 



San 

Fran- 
cisco. 


Kiinsas 
City. 


10.090 


10.065 


.090 


.065 


.090 


.065 


.090 


.065 


.090 


.060 


.090 


.060 


.090 


.053 


.090 


.053 


.090 


.063 


.090 


.063 


.090 


.053 


.090 


.053 


.090 


.048 


.090 


.048 


.090 


.048 


.090 


.048 


.090 


.043 


.090 


.043 


.090 


.043 


.090 


.043 


.090 


.048 


.090 


.053 


.090 


.058 


.090 


.063 



Date. 




1916. 
January 

March 

AprU 

MAy 

June 

July 

August 

September 

October 

November 

December 

1917. 

January 

February 

March 

April 

MAy 

June 

July 

August 

September 

October 

November 

December 



10.090 
.090 
.090 
.090 
.090 
.090 
.090 
.090 
.090 
.090 
.090 
.090 



.090 
.090 
.090 

;090 

.090 
.090 
.090 
.090 
.090 
.090 
.090 
.090 



Kansas 
City. 



10.063 
.063 
.063 
.068 
.068 
.068 
.068 
.063 
.058 
.058 
.053 
.053 



.058 
.068 
.068 
.068 
.073 
.073 
.073 
.073 
.083 
.083 
.083 
.093 
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Table 23. — Monthly average wholesale tank-wagon prices, etc, — Continued. 



Date. 



1918. 

January 

February 

March 

April 

May 

June , 

July 

August 

September , 

October , 

November 

December , 

1919. 

January 

February 

March 

April , 

May 

June 

July 

August 

September 

October 

November 

December 



San 
Fran- 
dsoo. 


Kansas 
City. 


10.090 


to. 093 


.090 


.093 


.090 


.093 


.090 


.093 


.090 


.103 


.090 


.103 


.090 


.103 


.094 


.108 


.095 


.108 


.095 


.108 


.095 


.108 


.095 


.108 


.095 


.108 


.095 


.108 


.105 


.108 


.115 


.108 


.115 


.112 


.115 


.118 


.125 


.126 


.125 


.128 


.125 


.131 


.125 


.138 


.125 


.138 


.126 


.139 



Date. 



San 
Fran- 
dsoo. 



Kansas 
City. 



1990. 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October , 

November 

December , 

1921. 

January 

February 

March , 

April , 

May 

June , 

July 

August 

September 

October , 

November 

December 



10.125 
.125 
.130 
.135 
.135 
.135 
.155 
.165 
.165 
.165 
.165 
.165 



.165 
.165 
..166 
.165 
.165 
.150 
.145 
.145 
.145 
.145 
.145 
.145 



10.150 
.156 
.164 
.166 
.166 
.176 
.176 
.176 
.175 
.173 
.173 
.172 



.166 
.124 
.125 
.125 
.005 
.091 
.075 
.075 
.075 
.066 
.102 
.105 



The monthly average wholesale prices of kerosene at the two 
cities were relatively far apart in January, 1914, the San Francisco 
price being 9 cents per gallon and the Kansas City price 6J cents 
per gallon. The San Francisco price remained at 9 cents per gallon 
until July, 1918, while the Kansas City price, after considerable 
fluctuation, went above the 9-cent level in December, 1917, and 
although the San Francisco price* began to increase in August, 1918, 
the Kansas City price remained above the San Francisco price, 
except for two months in the first half of 1919, from December, 1917, 
to February, 1921. Beginning with February, 1921, the San Fran- 
cisco price has been higher. The average wholesale market prices 
at the two cities in December, 1920, was 17.2 cents per gallon at 
Kansas City and 16J cents at San Francisco, which represented an 
increase of 10.7 cents per gallon and 7^ cents per gallon, respectively, 
as compared with the prices in January, 1914. This represented an 
increase of 83 per cent in San Francisco and of 165 per cent in Kan- 
sas City. In 1921, Mid-Continent, prices declined very rapidly to 
7^ cents per gallon by July, which was practically the same as the 
July, 1917, price, while in San Francisco kerosene prices were only 
reduced 2 cents per gallon. The movement of the monthly average 
wholesale tank-wagon prices in the above cities is graphically pre- 
sented in Chart 4, opposite page 72. Appendix Table 16 shows these 
prices with index numbers. 



Chapter VI. 

RESTRICTION OP COMPETITION BY THE LARGE MARKET- 
ING COMPANIES. 

Section 1. Origin of inquiry and sonroes of information. 

Resolution derectts inquiry regarding cjombinations. — ^The reso- 
lution directing the investigation of the Pacific coast petroleum in- 
dustry requested information as to the causes of the advances in 
the market prices of the various petroleum products covering the 

?eriod 1914r-1919. It specifically named the Standard Oil Co., the 
Tnion Oil Co., and the General Petroleum Corporation, and re- 
quested information concerning the activities of these^ companies 
" and other companies," and also directed the Commission " to re- 
port to the Senate what, if any, combinations in restraint of trade 
between those engaged in this business or unfair competition on 
the part of any of tnese or other agencies engaged in said business 
have existed during the said period or do exist at the present time, 
and if such combinations, restraint or unfair competition have ex- 
isted or do exist, what, if any, effect the same have had upon the 
market price of fuel oil, gasoline, and other petroleum products, 
especially on the Pacific coast, and especially with reference to the 
pnce charged to the ultimate consumer of the same." 

Sources of information. — ^In order to secure the facts regarding 
the activities of all of the large companies in marketing petroleum 
products, interviews were had with those in a position to know the 
facts regarding competitive conditions, and the' records and files of 
the large companies, as well as those oi members of the Independent 
Petroleum Marketers' Association, were examined to secure docu- 
mentary evidence bearing on such activities since January 1, 1914. 
It was not possible to make a complete examination of the corre- 
spondence files of the Standard Oil Co. for the period 1914-1919, 
which is the period named in the resolution directing the inguiry. 
Only part of the records called for by agents of the Commission 
had been preserved by the company. The records called for which 
had not been preserved included the correspondence of the fuel oil 
division of the sales department at the main office in San Fran- 
cisco, and the correspondence of the sales stations at Los Angeles^ 
Calif., and Phoenix, Ariz., prior to January 1, 1918. It appears 
that these records were destroyed during Januaiy, February, and 
March, 1921. There was apparently no general company order 
covering the destruction of records, but each department made its 
own regulations. At various times from December, 1917, to Janu- 
ary 21, 1921, circulars were issued in the sales department stating 
that correspondence should be preserved for a certain length of time, 
in most cases this time was given as 3 years, and that the older cor- 
respondence should be destroyed. Apparently the destruction of 

75 
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-records in 1921 was the result of a circular letter issued January 21, 
1921, by L. T. Haskell, auditor of the sales department. The cir- 
cular contained the following paragraphs: 

Correspondence to and from the Home Office with the exceptions noted 
below, will be destroyed at the end of each three years. That is, on January 
1st, 1921, the correspondence up to and including December 1917 would be de- 
stroyed. 

Letters outlining policies to be preserved indefinitely. 

Numbered letters on policies and accounting to be preserved indefinitely. 

In order to afford the members of the Independent Petroleum 
Marketers' Association and the large marketing companies an op- 
portunity to explain statements in letters or other documents which 
apparently indicated agreements or understandings concerning 
prices or trade practices, the Commission submitted memoranda 
to the secretary of the association, to the presidents of the Asso- 
ciated Oil Co., the Standard Oil Co., the Union Oil Co., and to 
H. S. Botsford, manager of the Puente Oil Co. The explanations 
of the above-named companies are given in Exhibits 1-3 and Ex- 
hibit 21. On October 7, 1921, an informal hearing was held with 
H. H. Maxson, secretary of the association, at which each point 
in the Commission's memoranda was discussed in detaiL The 
stenographic report of the hearing as well as the written reply of 
Mr. Maxson is presented in Exhibit 4. 

Section 2. Importance of large companies. 

PosrrroN or Standard. — In 1919 the five large oil companies and 
allied companies produced and purchased approximately 90 per 
cent of the California crude petroleum, they owned and operated 
the pipe lines through which this crude was transported, and they 
refined and marketed about 90 per cent of the refined products 
produced and sold on the Pacific coast. The Standard Oil Co. 
markets the bulk of all petroleum products, excepting fuel oil, that are 
sold by these five large companies. In 1919 its proportion of the com- 
bined quantity of the principal petroleum products sold by the 
five companies in the domestic market was: Gasoline almost 61 
per cent, engine distillate 43 per cent, kerosene 78.6 per cent, and 
lubricants 73 per cent. 

Prices set by Standard. — ^The dominant position of the Standard 
Oil Co. as a producer and purchaser of crude petroleum and as a 
marketer of petroleum products, together with the disposition of 
other companies to " follow the Standard " since 1915, has enabled 
this company to name the prices of these products. The president 
of the Union Oil Co., the second largest factor in the petroleum in- 
dustry of California, described the method of determining prices 
of petroleum products for the Pacific coast territory as follows 
(see p. 135) : 

It is a known fact that for many years past the wholesale open market 
prices of gasoline and distillate on the Pacific Coast have been regulated by 
the prices fixed by the Standard Oil Company, and that the other marketing 
concerns in that territory have fixed their sales prices so aq to correspond 
with the prices established by that Company. This is the natural and un- 
avoidable situation resulting from the fact that a large percentage of the 
oil refining and marketing business has been in the hands of that corpora- 
tion, and has not been brought about by any agreement between the market- 
ing companies for the fixing of prices. 
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Seetion 3. Control of crude petroleum prices. 

Control by pipe lines. — ^In order to transport crude petroleum 
from the oil fields the producers' tanks are connected by gathering 
lines with a main pipe-line system, and in California most small 

(producers are limited to a single purchaser because only one pipe- 
ine system is available and the pipe lines have not been actually op- 
erated as common carriers.^ The control of prices of crude petroleum 
by the large companies, by virtue of their ownership and operation 
of nearly all the oil pipe lines in California, as set forth in tne pipe- 
line decision rendered by the Eailroad Commission of the State of 
California on December 31, 1914, or just at the beginning of the 
period covered by this inquiry, is as follows:^ 

The record clearly shows that these pipe lines are the only efficient means 
of conveying oil from the San Joaquin VaUey fields to the markets. The oil of 
the independent producers is being purchased in the fields by the large oil com- 
panies and then transported to the market through these pipe lines. The oil 
markets are at great distances from the producing wells. The independent 
producer cannot, himself, construct a line to carry his oil. The expense of con- 
structing such a line is prohibitive. For this reason the oil pipe lines have 
an advantage over the independent producer. If the oil of the independent 
producer is ta reach the market at all, it must be transported through one of 
these pipe lines. To have his oil transported, he must sell it in the field to one 
of the large oil companies. 

Under these circumstances it would naturally be expected that the oil pipe 
lines companies could dictate the prices at which the independent producer 
should sell his oil to them. • 

The record shows the companies are doing this very thing. There is a re- 
markable uniformity in the price offered by all of these companies for the oil 
of the independent producers. The record is specific that the General Petro- 
leum Company adopts the price named by the Standard Oil Company; that 
representatives of the Associated Oil Company and the Union Oil Company 
frequently confer upon the price to be offered the independent producer, and 
that no company has ever underbid [overbid] a price named by the Associated 
Oil Company. In our opinion these facts, relative to the price offered for the 
oil of the Independent producer could not exist under free competition in the 
bidding for that oil. It is clearly evident that these large oU companies in the 
San Joaquin Valley control the price at which the independent producer is 
required to sell his oil to them. 

The control of the oil production in this state has an Important bearing upon 
the question of monopoly in the oil pipe line business. The record shows that 
of the state's entire production the Standard Oil Company controls 30 per cent, 
the Associated Oil Company 22 per cent, the Independent Oil Producers Agency, 
which controls the Producers Transportation Company Une, 22 per cent, the 
General Petroleum Company which controls the General Pipe Line Company 
of California 11 per cent, and the Kern Trading and Oil Company, which uses 
one half of the capacity of the lines of the Associated Pipe Line Company, 10 
per cent. Ninety-five per cent of the entire oil production of this state Is con- 
trolled by these five companies. By far the greater portion of this oil is pur- 
chased by these companies from the independent producer In the fields. These 
companies have become the exclusive buyers of the oil of the independent pro- 
ducer. The complete control which these companies may exert over the Inde- 
pendent producer In the disposition of his oil is obvious. We find as a fact 
that Standard Oil Company, Associated Oil Company, Producers Transportation 
Company, Associated Pipe Line Company and General Pipe Line Company of 
CaUforhia have secured the control and monopoly of the transportation of 
crude x)etroleum and the products thereof from the San Joaquin VaUey oil fields 

The Bailroad Commission refers to the uniformity of the price 
offered to the independent producers by these companies, and states 
that the General jPetroleum Co. adopted the price named by the 

* See Part I, page 162. 

* California State Mining Bureau, Bull. No. 69, pp. 493-494. 
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Standard Oil Co., while representatives of the Associated Oil Co. 
and the Union Oil Co. frequently conferred upon the price to be 
offered. At the date of the above opinion by the Railroad Commis- 
sion of California, there were four companies operating oil pipe lines 
tapping the oil fields in the San Joaquin Valley, viz. Standard Oil Co. 
(California) ; Associated Pipe Line Co., owned jointly by the Asso- 
ciated Oil Co. and the Southern Pacific Co. ; the General Pipe Line 
Co., owned by the General Petroleum Co. ; and the Producers Trans- 
portation Co., controlled by the Union Oil Co. In 1915 the Valley 
Pipe Line Co., controlled by the Shell Co., completed its line from the 
Coalinga fiela to Martinez. There has been no change in the price 
policy since 1914. 

Attitude toward Union- Agenct contract. — Since 1910 the crude 
petroleum produced b^ the members of the Independent Oil Pro- 
ducers' Agency (see p. 21) has been marketed through the Union 
Oil Co. The Agency has at times found it difficult to prevent the 
withdrawal of members because they were not satisfied with the 
prices they were receiving for their crude. This situation and the 
attitude of the manager of the fuel-oil department of the Southern 
Pacific Co., the principal consumer of the heavy grade of crude pro- 
duced by the Agency members, is shown in a letter dated August 9, 
1917, written by T. A. Hays, assistant to the vice president and 
general manager of the Union Oil Co. : 

Was in Mr. D'Heur's office this P. M. and he showed me a letter signed by 
Mr. Louis Melzer, on a letterhead of the Roseburg Oil Company, whose offices 
are in the Merchants National Bank Building, Los Angeles. In this letter Mr. 
Melzer says that he Is associated with Mr. Black, and that they wiU have the 
output of twenty-five companies and individuals, who are at present members 
of the Agency, and that they will be in a position to furnish him with 20,000 
barrels monthly. They also say that, at the present time, they have 25,000 
barrels of oil on hand and would like Mr. D'Heur to come and see them in 
Los Angeles, or Mr. Melzer would come to San Francisco, if Mr. D*Heur was 
interested. 

In my presence, Mr. D'Heur dictated a letter to Mr. Melzer, and told him 
that he was not interested in Agency oil, except through the proper channels. 

I should have said that Mr. Melzer says in his letter, that Mr. Black is 
bringing a suit that would allow any Company, at present in the Agency, to 
withdraw whenever they saw fit. 

Mr, D*Heur said he tiiought we would consider it, and he would consider it, 
an unfriendly act if he did business with this outfit. 

The other large crude-petroleum purchasers generally recognize 
the Union Oil Co.'s contract with the Agency and do not attempt 
to purchase crude from Agency members. 

Basis of contract prices. — The prices of the Standard Oil Co., 
which are publicly announced, are generally used as a basis for the 
purchase of crude petroleum in the principal oil fields by all other 
companies. The light crude petroleum purchased by some of the 
small refiners in Southern California is based on the Standard's 
announced prices, but these refiners usually pay a premium over the 
Standard prices, as shown by the following extract from a letter 
written by the Wilshire Oil Co. to James and William Shields on 
April 28, 1919 : 

Confirming our conversation of today, we herewith offer to contract for aU 
your Royalty Oil which is produced upon your property by the Montebello Oil 
Company, near Fillmore, California, for a term of five (5) years; and we will 
pay you a premium of twenty-five cents (25^) per barrel, at all times, over and 
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above the Standard Oil Company's published purchase price of Crude Oil Of 
like Gravity and quality to the producers at the well in the Ventura Oil Field, 
on a sliding scale, up and down. 

In case the Standard Oil Company does not publish its purchase prices in 
the Ventura Oil Field, for crude oils of like Gravity and quality as that pro- 
duced upon your property mentioned above, then the Standard Oil Company's 
published purchase prices to the producers at the well in the Whittier-FuUerton 
Field shall apply. 

The directors of the Independent Oil Producers' Agency accept 
the Standard prices as a basis for settlement. On March 20, 1920, 
Alex. Miller, president of the Del Rey Oil Co., a member of the 
Agency, wrote to W. B. Robb, secretary of the Agency, as follows : 

I saw in the papers that the Standard Oil Co. has decided to raise the price 
on all grades of oil 25^ per bbl., the Increase to begin March 17, 1920. 

Will you please inform me whether the Union Oil Co. will pay us the increase 
in the next check for the February shipments, or whether the Increase is to 
begin with shipments made after March 17th, 1920? 

Mr. Robb replied to the above on March 22, 1920, as follows : 

Responding to your favor of recent date dealing with the advance in crude 
oil made by the Standard Oil Company on the 27th instant, it is the custom 
of the Standard when issuing a new schedule of rates to have the same apply 
ten days from the date on which the announcement Is made therefore on all 
contracts existing ; this advance will be applicable on the 27th. 

The Agency, being obliged to pay all of its members the average net price 
received, will multiply the first twenty six days in March by $1.23 and the 
concluding five days by $1.48 and divide the total result therefrom by thirty 
one, which will give the average price for the current month. This is done so 
that the spirit of the contract may be carried into effect and also that members 
may not be discriminated against because of it being to the advantage of the 
pipeline or their convenience to make deliveries during a particular period of 
the month. 

The other large purchasing companies use the published prices of 
the Standard Oil Co. in contracting for the royalty portion belonging 
to the lessor of property which they lease. On February 21, 1921, for 
example, the Union Oil Co. entered into a contract of lease with 
Minnie A. Eickard, of Bella Vista, Calif., which contained the fol- 
lowing provision : 

« 

D. It is further agreed, that, except as hereinafter otherwise provided, the 
Lessor may, during the entire period of this lease, or from time to time, in lieu 
of taking her royalty oil in kind, elect to sell to said Lessee and said Lessee 
shall purchase from Lessor all of the merchantable royalty oil of said Lessor 
produced from said lands, and shall pay for the same at the prices fixed by the 
public published schedule prices offered by the Standard Oil Company of Cali- 
fornia, for oil of like gravity and quaUty in the district where said premises 
are situate, but subject to the usual and customary deductions for tempera- 
ture, water and B. S., and the actual cost of treating said royalty oil, in case 
same shall require treatment; provided that for first year after royalty oil 
becomes deliverable Lessor shall be deemed to elect so to seU the same, — and 
that any election thereafter shall be made in writing within thirty (30) days 
before expiration of the current year and shall then have effect until the end of 
the next calendar year, — but if no such election is made. Lessor shall be deemed 
to have elected to sell said oil as aforesaid. Payment shall be made by the 
Lessee on or before the twentieth of each calendar month for aU- royalty oil 
or other products received by it during the preceding calendar month. 

Section 4. Price oompetitioii in refined petroleum products, 1913-1915. 

Retah. margin established. — ^In 1914 the margin between the re- 
tail and the wholesale price of gasoline varied widely. In the San 
Francisco territory, for example, the retail miu'gin- varied from 6^ 
cents to 9J cents per gallon above the wholesale pricfe. In the fall of 



80 PACIFIC COAST PETROLEUM IlinOUSTIlY. 

1914 a meeting was held at the Hotel Oakland, in Oakland, Calif., at 
which representatives of the large refining companies met with the 
Automobile Industries Association to discuss retail prices and market- 
ing conditions. Under date of September 22, 1914, this association 
wrote to the sales manager of the Standard Oil Co. as follows : 

Standabo Oil Co., 

200 Bush St., San Francisco, Cal, 

Attention of Sales Mgr, 

DfiAB Sot: Since the installation of the gasoline service stations within the 
Bay district, there has been much cutting in the price of gasoline and as our 
association represents about sixty-five dealers who seU gasoline, we believe it 
only fair and just that they should be entitled to a legitimate profit on each sale 
of such product. 

Therefore, the Association kindly invites your firm to send an authorized 
representative to our meeting, which will be held next Thursday evening, Sept. 
24th, at the Commercial Club rooms, top floor of the Hotel Oakland of this city. 
At that time we hope to be able to devise some plan in which a staple differen- 
tial of price can be maintained. 

We can not impress upon you too strongly the Importance of this meeting 
and ask that you make a special effort to be present. No dinner will b^ served 
and the meeting will be caUed to order at 8 P. M. sharp. 

Asking for your co-operation in this matter, we are 
Yours very truly, 

Automobile Industbies Association. 
Per (sgn) Hebbebt S. Smith. 

As shown by the following letter, representatives of all of the large 
refining companies, except the Associated Oil Co., were present: 

Pebsonal 

Oakland, Cal., Sept. 25, 19H, 
Gabage Association, 
Mr. H. T. Habpeb, 

Standard Oil Company^ San Francisco, CaUf. 

Deab Sib : Last evening, in the Commercial Club rooms in the Hotel Oakland, 
the second meeting in the organizing of a garage association took place, the 
several representatives of the different companies, in a wholesale way, being 
requested to be present. 

This invitation was received by the undersigned at the last moment I 
rather hesitated attending a meeting of this character by reason of our past, 
but concluded, from something I heard from a friend on the street, that it was 
really advisable that I be there simply as a spectator; hence I attended. I 
asked also to have our Mr. Munro there. 

The several representatives of the other companies were there. From the 
Union, Mr. Button and Local Manager Wallflsch; from the Pinal Dome, Mr. 
Stevens ; from the Pacific States, cannot recall his name now ; from the Shell, 
Mr. Sinclaire. The Associated were not present. 

The association numbers 99 firms at this time and seems to have made con- 
siderable progress since their original date of organization. Tires and the Gaso- 
line situation were their problems. I stated simply that we were there in the 
capacity of wholesalers ; that we really had nothing to say as to what the retail 
prices should be, but some doubt was expressed concerning our having any di- 
rect interest in the National Supply Company; and I stated that that matter 
had been made plain twice by written statements from the President of our 
Company — ^we did not know how we could make it any stronger. 

I further emphasized that we were not retailing Gasoline and that for this 
reason we did not see where we had ansrthing to do with the retail price. 

An attempt was made to bring out what was thought to be a reasonable 
margin for the handling of Gasoline, the conclusion being that it would be well 
for several garages to tab the actual time taken for the delivery, cost of the 
man's time, leakage loss, the added cost of insurance because of the Gasoline 
hazard or risk, etc. One of the representatives, Mr. Dutton, rather emphasized 
ttiat they should have five cents per gaUon profit, for which he received some 
applause. 
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I distinctly withheld from expressing myself as to the profit that might be 
had but believe that it may be finally concluded that IH above what is referred 
to as market list may be made a correct price. This may be slightly deducted 
from for firms that are large commercial users. It is somewhat on the basis of 
tire schedules. 

What led me to go was the intimation that there might possibly be a land- 
slide by the Association from ourselves and it appeared from the general trend 
of tbe meeting last night it was best for us to be represented. 
Yours truly, 

F. A. Williamson. 

Another meeting of this association was held on October 3, 1914, 
to Tvhich the Standard Oil Co. was invited to send a representative. 
The Oakland agent of the Standard was instructed by the hoine office 
to use his own judgment as to the advisability or attending this 
meeting, and he did not attend. (See Exhibit 2, p. 138. J 

On October 1, 1914, the Standard took over the service stations of 
the National Supply Co., referred to in the above letter, and on 
October 8 the Standard began operating these stations and fixed its 
differential on gasoline between the wholesale and the retail price at 
$0.02 per gallon. The object of the Standard in acquiring these 
stations is given in the loUowing excerpt from a letter written 
November 2, 1914, to the fire marehal of San Francisco by W. S. 
Miller, of the Standard, as follows : 

A month or two ago a report came to me that possibly our company might 
be able to buy out these stations. The condition of the Gasoline market was 
in such shape that our comiwiny had to do something and it was thought that 
possibly by buying these stations and putting in some more we could standardize 
the business both as to quality and as to price — ^not that we can control prices ; 
that we don't aim to do except in our own plants. With this end in view we 
opened negotiations with these people and bought them out as of October Ist, 
taking possession about the 8th of October. We have three of these stations in 
San Diego, seventeen in Los Angeles, eight on the other side of the Bay and 
three or four here. 

Price cutting reported by agents. — As already stated, the Stand- 
ard Oil Co. began retailing its refined products in October, 1914, 
after which time it made its own retail price and instructed its agents 
to keep it informed regajdih^ the prices of competitors. On Novem- 
ber 13, 1914, the following letter was sent to all district sales man- 
agers: 

We frequently hear from our District Sales Managers, through Weekly Trade 
Reports or letters, that competitors are offering Petroleum products especially 
Gasoline and Refined Oils at less prices than those at which we are selling. 

We would be pleased indeed if you could get us some evidence of this either 
in the shape of a bill, a quotation or something that, you might say, would be 
evidence in a court 

The home office of the Standard Oil Co. was kept well informed 
of all price agreements of the Independent Petroleum Marketers' 
Association (see p. 123), and local representatives of the Union 
Oil Co. kept their main omce informed of comp»etitors' prices. 

Price cx)mpbtition active, 1913-1916. — ^Active competition origi- 
nated among the small independent refiners in the vicinity of C)s 
Angeles in 1913, following the entrance of the Shell interests into 
the Pacific coast market. This competition caused a marked decline 
in gasoline prices, which spread over the entire Pacific coast terri- 
tory. The keen competition in the Los Angeles territory was largely 
eliminated and harmony established by the end of 1915. Thereaiter, 



82 PACIFIC COAST PBTBOLEUM INDUSTRY. 

as a rule, uniform prices were maintained on refined products and a 
uniform policy established in the classification of customers whidi 
were allowed differentials from the retail price. Complaints ally- 
ing price cutting or other interference with the maintenance of the 
recognized price originating with local omipany agents in the differ- 
ent localities were usually adjusted. 

During this period there was also some price competition among 
the large marketers, as is indicated by the following extract from a 
letter (mted July 23, 1915, written from San Francisco to C. M. Fuller, 
general manager of the Richfield Oil Co. : 

The foUowing, relative to the sitnation in the gasoline market here may be 
of interest to you. As you are aware the A. O. Co.* has the contract with the 
Garage Dealers Association at three cents below the market. They have in- 
terpreted this contract to include any new garages that may join the Assodation. 
As you can see this gives them practically a monopoly on the garage business 
unless competitors meet their prices. So far the Union and the Standard are 
standing pat on a two cent differential, but the Shell Ck)mpany is evidently 
going after the business as the following instance wiU show. 

Mr. Kelday, formerly secretary of the California Oil Burner CJompany re- 
signed some time ago, as I told you when you were up here, and started a new 
concern called the California Oil & Service Co. He has obtained a three cent 
differential from the Shell on gasoline — ^also a 21c price on stove oil. Mr. 
Ralph of the Union told me that Mr. Williamson, the S. O.* Manager in Oakland 
had indisputable evidence to this effect and had brought it to the notice of his 
superiors with the result as he assured the U. O.' man tliat there would be 
another ic reduction in the very neair future. 

I was also told that the S. O.* people 'already have signs for lOJc and 10c 
painted and ready to be put up. Doesn't sound very encouraging, does it? 

The above referred to conditions in the San Francisco district. 

Section 5. Maintenance of prices of refined products, 1915-1920. 

Price adjustment attempted at San Francisco. — In the latter 
part of 1915 an effort was made to " adjust " conditions in San Fran- 
cisco, as shown by the following letter of November 9, 1915, written 
by the president of the Richfield Oil Co. to J. B. Carlock at San 
Francisco : 

- Please confer with Mr. Hayes, of the Union Oil Company, with reference to 
a meeting to be held next Tuesday for the purpose of several adjustments ne(> 
essary with reference to prices, etc., in San Francisco. 

You understand our policy is to work with our good competitors in every 
way that is possible for harmony to the best business interests. 

Use your own judgment in connection with matters coming up at that 
meeting and advise us as to what steps, if any, are taken governing the situa- 
tion. 

On November 12, 1915, Mr. Carlock wrote to T. A. Winter, presi- 
dent of the Richfield Oil Co., in reply to the above letter as follows: 

Have just come from a conference with Mr. Hayes who advised me that the 
proposed meeting has been called off temporarily — reasons for this you may 
obtain from Mr. Ralph, as he suggested it would be better not to put it in 
writing. He also informed me that the Standard have reduced the gravity 
of their gasoline to 59^ and that the Union intend to follow suit on or about 
the 15th of this month. 

Prices maintained in San Diego. — ^In the San Diego territory the 
Union Oil Co. was maintaining the Standard prices, as is shown by 

* Associated Oil Co. 

* Standard Oil Co. 
» Union OU Co. 
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the following letter written by C. W. Ralph, of the Union Oil Co., 
to L. H. Fish, of the same company, under date of October 1, 1915 : 

Replying to your 534-F, of September 29th, in reference to your sub-agent at 
El Cajon seUing R. F. Robinson, agent for the Case Automobile & Tractor 
Company 500 gallons of gasoline at 2^ off the market, this was absolutely in 
line according to your instructions under date of August 21st. 

However, you appreciate that it is»far from our wish to bring about a gaso- 
line war. In view of this, won't you please get in close touch with Mr. 
Jeffries and ascertain fully just what his Company is doing with trade of this 
kind and we would suggest that you foUow the same methods in regard to 
marketing so as to not cause any friction. We trust you can do this without 
losing any business. 

The Mr. Jeffries referred to above was a representative of the 
Standard Oil Co. The examination of the San Diego agent's letter 
file did not reveal any further question regarding the classification of 
trade or price differentiala 

Prices or Standabd toiajowed at Kingman, Ariz. — ^During the 
summer and fall of 1915 there was complaint by the local repre- 
sentatives of the Union Oil Co. and the Standard Oil Co. regarding 
alleged price cutting at Kingman, Ariz., which required considerable 
negotiation and several visits hv agents of both companies to King- 
man before the matter was finafly adjusted. Prior to 1919 the 
Union Oil Co. and the Standard Oil Co. were the only large market- 
ers selling California refined products within the State of Arizona. 

On June 17, 1915, J. E. Balsley, district sales manager for the 
Standard Oil Co. at Phoenix, Ariz., wrote a letter to H. T. Harper, of 
the Standard at San Francisco, in which he described the conditions 
at Kingman, Ariz., as follows : 

We have enjoyed a large percentage of the available business at Kingman 
since opening our station thru the cooperation o€ Tarr & McOomb, Lovln & 
Withers and the United States Stores. 

When the Union Oil Co. opened their Station last Fall, the Arizona Stores 
Ck). diverted their business to the Union. 

This gave us about 75% of the business, the balance going to the U. O. Co. 

Thru some misunderstanding with the U. O. Co. the Ariz. Stores Co. severed 
their business relations with the Union recently, giving us the business. This 
placed the Union in such a position that theyj necessarily had to go after thel 
consuming trade. 

They have placed in operation at Kingman this past week, a 3^ ton combina- 
tion tank wagon and package truck. They are going to sell to the Mines and 
to the consuming trade direct, and are, also, In a position to deliver. Un- 
doubtedly they will deliver at about actual cost, which will further decrease 
the cost of oils to the consumer in the outlying districts, as Tarr & McComb and 
Lovin & Withers have charged a rather excessive rate for hauling. 

I am giving you all of this information, so that when I write again' you will 
be armed with the facts. 

It would seem policy for us at the present moment to sit tight and await 
developments, as we have all of the large interests on our side — and still in 
the writer's opinion it would indicate that it is only a question of time before 
the Union will secure the largest percentage of the business thru the fact that 
they will sell direct at the list price and do the hauling at a nominal figure. 

At this date some of our larger interests there have asked for a better differ- 
ential, so that they would be able to meet the Union's competition. The list 
prices at Kingman will hardly stand for another increase as it would put 
Kingman open to competition from Los Angeles by doing so. 

I will keep in close touch with this situation, and make my recommendations 
after sifting the matter down a little further. 

The truck which was placed in operation is a combination 3i ton VELIE 
with a 800 gallon tank arranged so that it can be taken from the bed and the 
Truck used for case and barrel deliveries. 
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The latter part of June the Union Oil Co. was reported to be 
selling at 1^ cents per gallon under the list price, and the Standard's 
local representative was instructed by the nome office to reduce the 
price 1 cent per gallon on gasoline, engine distillate, and kerosene, 
effective July 1, 1915. (See Exhibit 5, p. 199.) This reduction of 
1 cent per gallon was made by the Standard " to meet coinpetitive 
conditions." (See p. 140.) Frior'to this reduction the iQngman 
price was 6J cents above the Standard's El Se^ndo refinery price, 
while after July 1 the differential was maintamed at 5^ cents per 
gallon. (See Exhibit 2, p. 140.) 

After the general price advance of October 5, 1915, the local rep- 
resentative of the Union Oil Co. at Kingman complained that the 
Standard had not increased its price 1 cent per gallon gasoline and 
one-half cent per gallon engine distillate. (See Exhibit 5, pp. 
199-203.) On Octooer 16, 1915, the Union's agent at Phoenix was 
instructed by wire and by letter from the home office to attempt to 
adjust matters, as shown by the following extract from the com- 
pany's letter of October 16, 1915 : 

We have just wired you as per confirmation attached. C. A. Moore's letter to 
you of October 14th, file CAM-628 copy to us; also his letter, file OAM.-630, 
of October 14th, copy to us. In both instances he is calUng our attention 
to our competitor's not advancing their prices. 

We trust you can see whoever is necessary and get this adjusted, for, if 
they wiU not line up as we have been led to believe they would do, i;t will 
simply force us to meet existing conditions, which we do not wish to do, pro- 
viding it can be adjusted differently. 

'The instructions contained in the above letter were complied with, 
as is shown bj a letter dated October 19, 1916, written by C. E. 
Beach, Phoenix representative of the Union, to C. W. Ralph, the 
company's manager of stations. 

Referring to the above subject: I have talked this matter over with our 
Competitor, and of course, they denied not having raised their price the last 
time prices were raised in Arizona. However, one of their representatives is 
on his way to the Coast, and informs me is stopping off at Kingman, and will 
look into this matter. I think this will be*adjusted if they are out of line. 

On same date C. E. Beach wrote to C. A. Moore, the Union repre- 
sentative at Ejngman, in part, as follows : 

Referring to the above subject : I have not had a chance to talk this matter 
over with Mr. Balsley, but talked to Mr. Ferguson and of course he contends 
that they are selling at the regular list price, and raised the price as we did 
last time. However, Mr. Ferguson is on his way to Kingman at the present 
time and I trust will adjust matters, but it would be well for you to keep your 
eye on this, which I know you will do, and see if they really do make the right 
price. 

Messrs. Balsley and Ferguson were representatives of the Stand- 
ard Oil Co. 

On November 2, 1915, John H. Hull, of the Union Oil Co. of 
California, wrote to C. W. Ralph, in part, as follows : 

I then met Mr. Harlan, Traveling Salesman for the S. O. Co. and had a 
long talk with him and he was very agreeable to everything suggested and 
assured me that prices would be maintained and sold at schedule, and should 
he find anything which we were doing which did not look business-like to him, 
he would be very glad to take it up with us and should his company do anything 
that looked unfair to us, he would be very glad to do everything possible to 
correct it, if his attenticm was caUed to the matter. 
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The following day, November 3, 1915, J. H. Hull, of the Union, 
wrote to C. E. Beach at Phoenix, Ariz., regarding "Kingman 
prices," in part, as follows : 

We are today in receipt of copy oj Mr. C. A, Moore's letter No. 655, of 
October 29tli. 

After reading this letter over carefully we would suggest that you see Mr. 
B. and show him that portion of Mr. Moore's letter in which Mr. Moore thinks 
his company is treating us unfairly in not maintaining prices. 

As you appreciate we took Mr. B. at his face value and believe that he 
intends to play fair with us, and it is only courtesy on our part to give him 
a chance to show his hand and not judge him unduly. 

For your information, I went to Kingman as you weU know, and tried to 
straighten out the situation to the best of my ability. We had the assurance 
from Mr. Harlan that his comimny intended to play fair and do everything 
they possibly could to adjust any matters as to price cutting. I gave your 
assurance, and my own, that we would do our part to keep from demoralizing 
prices as I know that you feel we will all be better off to get a good price out 
of our Kingman products as you realize it is a very expensive place to do 
business. 

********* 

I took it upon myself to instruct Mr. Moore that he must not cut any prices 
without first conferring with you, as we have made certain promises to our 
competitors which we feel in duty bound to keep, providing they are fair with 
us. If Mr. Moore can show us at any time where they are cutting prices, you 
know that we will be at all times willing to give you, or him our best efforts 
to correct anything that is wrong. 

Mr. B. referred to above was J. E. Balsley, diistrict sales manager 
of the Standard Oil Co. at Phoenix, Ariz., as he was named in C. A. 
Moore's letter No. 655. (See Exhibit 5, p. 201.) Mr. Harlan was 
a traveling salesman for the Standard. 

The local representative of the Union Oil Co. at Kingman still 
complained of the Standard cutting prices, and on November 18, 
1915, J. H. Hull, of the Union, wrote C E. Beach, of the same com- 
pany, in part as follows: 

I have gone over the Kingman letters and note in several Instances, where 
Mr. Moore cites where the Standard Oil Co. actually have not acted in good 
faith and I would suggest that before you go to Kingman," you see Mr. B. and 
cite him the cases, and further try to get him to state further just what his 
Company will agree to do as to the prices at Kingman. 

In compliance with the above instructions C. E. Beach called upon 
J. E. Balsley, of the Standard, as shown by the following extract 
from his letter to C. W. Ralph, of the Union, dated December 1, 1915 : 

Referring again to the matter of Kingman prices, I today had a long talk 
with Mr. B. and he promised me that they would line up with us on the King- 
man price inside of ten days, that is, they will advance their list in the town 
of Kingman where they have been cutting. Of course you understand the last 
list that we fixed up at Kingman which Mr. Hull took in with him is aU O. K. 
with the exception of the 1^ off on Distillate. This was caused by an error 
of our competitor getting report that price of Distillate should also be advanced 
when gasoline advanced on last Saturday the 27th, so by taking the Ic off of 
the Distillate column at Kingman, and the different mines, your list will then 
be correct. 

Suppose of course since Mr. Hull has gone into this matter thoroughly with 
you there is no reason of going into details on this subject, but I wish to advise 
yourself and Mr. Hull that the proposition looks better to me now than it ever 
has before, and especially since I have talked with Mr. B. 

On November 26, 1915, the home office of the Standard instructed 
its district sales managers to advance the market price of gasoline 
and naphtha 1 cent per gallon. Through error the Kingman agent 

80771'*— 22 7 
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advanced the price of engine distillate instead of naphtha. (See 
Exhibit 2, p. 144.) The Kingman agent of the Union Oil Co., as 
shown in the last quoted letter, followed this " error." 

On December 4, 1915, J. H. Hull wrote to C. E. Beach in part as 
follows : 

We are very much pleased to hear that you have had a conference with Mr. 
B. and that inside of ten days matters wiU be lined up satisfactorily. 

We have corrected our list as to 1^ off on distillate. We would suggest that 
Mr. Moore make out new list and hand to different parties in Kingman as the 
list I left with him will not be correct as to prices on distillate, being 10 too high. 

We have gone over the "Kingman matter thoroughly with Mr. Ralph and he 
is very much pleased to hear that everything has turned out satisfactorily. 

I am very much pleased to hear that the Texas Company have more than 
lined up with us at Tucson. After finding that they were out of line, I wrote 
a personal letter to Mr. Snell, outlining the complaint fully and I believe that 
it has done us some good. Should anything come up in the future in your 
territory, if we can be of any assistance to you, kindly advise us in what way. 

Although J. H. Hull wrote on December 4. 1915, " that inside of 
10 days matters will be lined up satisf actoriW, the home office of the 
Standard did not change the differential oi 6^ cents per gallon be- 
tween the El Segundo refinery price and the Kingman price according 
to a statement furnished by the Standard. (See Exhibit 2, p. 140.) 
The following extract from a letter written by J. H. Hull to C. E. 
Beach under date of December 23, 1915, corroborates the Standard's 
statement, and gives Mr. Beach instructions to meet the Standard's 
prices: 

In reference your conversation yesterday with Mr. Blue suggest you make 
another effort with interested parties to get Kingman prices adjusted. If you 
can not, meet their prices, advising fully. 

We attach herewith confirmation. 

We know you appreciate we are anxious to get prices adjusted throughout 
your territory as per personal talk with Mr. B. and ourselves some time ago. 
Won't you kindly bring the matter to an issue along lines talked of, advising 
as soon as you possibly can what arrangement can be made so we will know 
where we are and can get our prices lined up accordingly. 

If we are higher at any points and they will not adjust them in accordance 
with ours, so advise us and we will arrange ours to meet these conditions. 

Evidently the Standard would not agree to sell at the prices desired 
by the Union, and as a result the latter reduced its prices to meet the 
{Standard's, as shown by the following extract from a letter written 
by C. E. Beach to C. W. Ralph under date of December 27, 1916 : 

We are to-day wiring Mr. 'A. O. Bowen at Kingman as follows : 
" Effective immediately reduce price one cent all deliveries Gasoline, Kerosene, 
and Distillate at Kingman only. Also refer our telegram twenty-third advanc- 
ing price Gas Oil. Do not make this advance until further advised." 

******* 

" You will also note I have advised Kingman station to meet our Competitors' 
list on Gasoline, Kerosene and Distillate. This was done after talking the 
matter over thoroughly with Mr. B. He thinks we [were] justified in doing this 
as his people at Frisco are slow in adjusting this matter." 

W. L. Stewartj president of the Union Oil Co., submitted a state- 
ment (see Exhibit 1) giving the following explanation of the situa- 
tion as described above : 

Some of the letters cited by you refer to a situation in the Kingman District 
in Arizona caused by the increase in prices at base points. When the increase 
was made Union Oil Company of California made corresponding changes in its 
prices in the Kingman District in Arizona. Standard Oil Company failed to 
make an immediate adjustment of prices in that district. The result of this 
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was that Union Oil Company was charging more for gasoline and distillate in 
the Kingman District than the prices quoted by the Standard Oil Company. 
This would, of course, result in a loss of business to the Union, and its employees 
were seeking to ascertain if the Standard intended to increase its prices in 
accordance with the Increases theretofore made by it at base points, or if the 
Union would be compelled to return to the schedule formerly in effect in order 
to retain its customers and remain in the field of competition. 

We submit that in view of these facts the letters in question do not sho\v an 
attempted collusion in the fixing of prices. 

The other letters written to and from the same (Kingman) district in Arizona 
at most show an attempt to arrive at an understanding among marketers in that 
district that established prices and price differentials would be adhered to. The 
obvious purpose of this was to prevent the adoption of unfair competitive 
methods. 

Notice of price changes. — ^Apparently, as a rule, the local repre- 
sentatives of the large marketing companies did not take advantage 
of each other in the use of advance information regarding price 
changes. On October 28, 1915, F. E. Albright, the Union agent at 
El Centre, wrote the home office complaining because the local agent 
of the Standard received advance information concerning advances 
in price and took advantage by notifying all^of the trade to fill up at 
the lower figure. (See Exhibit 6, p. 204.) In order to be in the same 
position, he insisted that it would be necessary to receive this advance 
information as soon as possible. This referred to the price advance 
of October 26, 1915, which was made simultaneously by the Standard 
and the Union. The following letter, dated November 5, 1915, was 
written in reply to the above : 

Replying to your letter of October 28th, we see you state our competitor 
takes advantage of changes in prices by filling up their customers before you 
have been advised as to the advance. 

We appreciate this does not make you feel that you are being treated exactly 
fair, but we will at aU times pass the Information to you as to a rise or decline 
in the market quotations as soon as we get it. 

Would it not be well for you to meet the agent of our competitor and you 
and he talk this particular question over. We have done this with our com- 
petitive agents at other points and in a manner have agreed not to take advan- 
tage of one another on conditions of this kind. 

Prices adjusted in Ventura district. — ^During the latter part of 
1916 and early 1917 the Associated Oil Co. was accused ot being 
out of line in tne matter of uniform prices in the Ventura, Calif., dis- 
trict. Apparently a satisfactory agreement was reached, and the 
Associated lined up with the other companies, and a uniform price 
was maintained in the district. The question was raised by the 
agents of the Uryon Oil Co. in the Ventura district and was taken 
up by the manager of stations for the Union with the home office 
of the Associated Oil Co. in San Francisco. 

The manager of stations, by J. H. Hull, of the Union Oil Co. of 
California, wrote to J. M. Geary, district sales manager, Los Angeles, 
on December 22, 1916, in part, as follows : 

Sometime ago, Mr. McVean advised tlie Associated were offering private 
consumers 1^ per gallon off list price on gasoline. As per your request, we 
took the matter up with Mr. Ralph in San Francisco by wire, as you will 
remember he was in San Francisco at the time. On Mr. Ralph's return he 
stated he saw certain parties and they gave him to understand they were 
willing and anxious to line up on prices, but they were not at all times 
familiar with what was being done at some of their, different points and in 
some instances their representatives had misled them. In view of this, could 
you get us a ticket showing to whom these cut prices are being made and we 
will try and get this satisfactorily adjusted? Should you have any other 
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complaints from the Associated Oil Company, if you will get us tickets show- 
ing they are out of line in any way, the San Francisco office assures us they 
will try and line their representatives up satisfactorily. 

On December 23, 1916, the local agent of the Union at Ventura, 
Calif., was requested by the manager of stations to secure specific 
information regarding a sale at cut price by the Associated agent to 
a given customer, as, accordiujg to 0. W. Kalph, the Associated Oil 
Co. had promised to " discontinue the practice at once." (See Ex- 
hibit 8, p. 205.) 

In compliance with the above instructions J. M. Geary, district 
sales manager of the Union Oil Co., wrote C. W. Ralph, of the same 
company, furnishing the name of a customer to whom the Associated 
Oil Co. had given a reduction in price, as shown in the following 
letter dated January S, 1917 : 

Acknowledging your JHH-4 of January 2nd covering the above subject, the 
following from Mr. McVean for your information. 

Noting contents of letter from Mr. Ralph's Dept. concerning Mr. Boyes' re- 
port of Dec. 19th to the effect that Mr. Oohn was being granted an allowance 
on gasoline by the Associated Oil Co. I desire to say that Mr. Boyes men- 
tioned this to me whereupon I immediately took the matter up with the Asso- 
ciated Agent at Oxnard, who is a new man on the Job and he very frankly 
stated that shortly after taking that position he discovered that his predecessor 
had been making such an allowance in three instances (Mr. Cohn being one) 
and that he had put aU three customers on regular schedule early in December. 
We have formed a very good opinion of this new ag«it (Mr. Cook) and have 
no reason to question his sincerity in making the above statement. 

From the above correspondence it appears that the Associated Oil 
Co. and the Union Oil Co. were successful in eliminating price 
cutting in the Ventura district at the beginning of 1917. 

Price advance suggested in spring of 1920. — ^In the latter part 
of 1919 a shortage of gasoline developed and it was easy to maintain 
the list prices of gasoline in all parts of the Pacific coast territory, 
and in January, 1920, the price of crude petroleum began to increase. 
Following this advance in the price of crude petroleum some of the 
smaller refiners in southern (Jalifomia were very anxious for the 
Standard Oil Co. to advance the price of gasoline. On March 17, 
1920, the Standard advanced its price 2 cents per gallon. In an 
interview with an examiner of the Commission, held on March 24, 
1920, H. M. Storey, vice president of the Standard Oil Co., described 
the situation at that time in substance as follows : 

On March 22, 1920, the Standard had less than 50,000 barrels of gasoline at 
its refineries which was equivalent to about three days' supply. In addition to 
this the company had some gasoline In storage at various distributing stations, 
which is maintained as a ** working balance." The possibility of other refiners 
taking the initiative in the price increase had been considered by the Standard 
officials and they concluded that such an advance by others was possible or 
prospective and that the base price of gasoline might well be set at 25 cents 
per gallon. The Standard officials also concluded that if under these condi- 
tions the Standard did not advance Its prices the result would have been a 
drain on their supply and it would have been exhausted in a few days and tliat 
self protection would have forced the Standard to match whatever advances 
were made. In view of this possibility the officers of the Standard agreed that 
it was preferable to take the lead and fix a reasonable Increase on gasoline in- 
stead of letting others take the initiative in creating what might easily be a 
runaway market 

On March 31, 1920, H. S. Botsford, manager of the Puente Oil 
Co., wrote C, H. ScUacks, president of the union Oil Co. (Dek- 
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ware), the controlling company, pointing out that, whereas the 
grade of crude petroleum (30*^ £iaume) consumed hj the Puente Oil 
Co. had increased $0.76 per barrel, gasoline had increased only 2 
cents per gallon, and he added : 

You may be aware that several years ago a similar condition confronted the 

operators in the Mid-Ck)ntinent flMd, more particularly the gusoline Jobbers. The 
Standard * held the retail price so low that the other dealers could not operate 
at a profit. Joining forces, they established their price at two cents above the 
Sandard's list and have ever since maintained it successfully. 

I recall your reluctance to take the initiative in advancing gasoline prices, 
but can see no reason why the independents here could not successfuUy carry 
out the same plan as Is operative in the Mld-Oontinent. To my mind there is 
no question as to its success under the present conditions, when the larger com- 
panies are not able to take on any considerable additional volume. Trust you 
wiU give the subject some further thought and advise your conclusions. 

C. H. Schlacks answered on April 9, 1920, advising against the 
increase and said : 

Whatever Is done, however, must be the sole and independent action of the 
Puente Oil Company and not the result of any agreement or understanding with 
other manufacturers or sellers of gasoline and be based wholly upon the neces- 
sities of the Puente Oil Company to readjust the price of its product conformable 
to increased prices of raw materials and cost of manufacture. On this point 
and with the purpose of a strict conformity therewith I desire that Mr. Nickle 
and yourself confer with our local counsel and be guided by his advice. 

Before receiving the above reply, which was written from New 
York City, H. S. Botsford, on April 10, 1920, sent C. H. Schlacks a 
code message, the translation of vmich follows (see p. 206) : 

Had a talk Monday Standard Oil Co. California San Francisco. As good as 
recommended Independents increase price gasoline Stop Friday local represen- 
tative definitely aslcs if it is not possible independents take such action. Stop 
Can see no objections making price 25 now 23.5 please advise. 

On April 12, 1920, C. H. Schlacks replied in code, the translation 
of v^hich follows: 

Your cipher message tenth just received wrote you on ninth fully on subject 
which letter you should receive tomorrow or Wednesday and which gives my 
views stop am opposed to any understanding or concerted action or any action 
by us with any association which might lead to such assumption stop please 
await my letter and then confer with counsel and telegraph me if he agrees ^th 
my views and if your recommendations of course for our company are free from 
any understanding with others stop am opposed to our company being party to 
any association based upon community of Interest and if such exists think 
we should withdraw stop confer with Nickle and counsel on this point. 

On April 21, 1920, H. S. Botsford wrote a letter to C. H. Schlacks 
in which he stated : 

Your letter of April ninth and subsequent telegram of the 12th, duly received. 
After some delay we got our local directors together and while they were em- 
phatically in favor of the Increased price which is justified under present 
conditions, ** by advice of Counsel " the matter Is dropped for the present owing 
to your very explicit Instructions that the action must be the sole and inde- 
pendent one of the Puente Oil Company. While no explicit understanding 
exists and the " conferences " were entirely informal and such as are incident 
to the days business, Mr. Mlllikens decision was against carrying out my 
suggestion under the circumstances. 

On May 10, 1920, C. H. Schlacks replied as follows : 

I have your letter of April 21st giving the result of the Board Meeting on the 
subject of Increased prices of Puente products and I note the action taken. It 
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seems to me that it would be wise for us to avoid taking any prominent part in 
local associations even if the purpose may be merely to exchange views. I 
should be glad to know later on what course, under advice of counsel, is finally 
decided on. 

Under date of June 26, 1920, H. S. Botsf ord tendered his resigna- 
tion as president of the Independent Petroleum Marketers' Associa- 
tion and withdrew the membership of the Puente Oil Co. from the 
Association. Mr. Botsford's explanation of the code telegram to 
C. H. Schlacks, of April 10, 1920, is given in full in Exhibit 9, page 206. 

Price advance or July, 1920. — ^Further efforts were made during 
1920 by independents in which the Union Oil Co. of California took 
an active part to increase prices of refined products. Telegraphic 
communication between E. W. Clark, vice president and genera! 
manager of the Union, and L. P. St. Clair, president of the Inde- 
pendent Oil Producers' Agency, took place during July, 1920, regard- 
ing the best methods of increasing prices. The Union took the lead 
and increased the price of gasoline from 23^ to 25 cents per gallon 
July 28, and to 27 cents per gallon on August 4, 1920. The Standard 
Oil Co. followed and increased its price from 23^ to 27 cents 
per gallon on August 6, 1920. The Oil & Gas Journal of August 15, 
1920, page 44, commented on this advance as follows : 

Every previous advance during the past has been established by the Standard, 
which as a natural result, has stood the brunt of criticism on the part of the 
press and the public. 

Price competition through coupon books. — ^Among the practices 
that interfered with the maintenance of uniform prices of petroleum 
products which the large companies had not entirely eliminated up 
to the end of 1920, was that of selling coupon books at a discount. 
The use of these books dates from about the latter part of 1915 (see 
p. 54). In regard to the sale of these books by the Ventura Eefining 
Co. and the Standard Oil Co., C. W. Ralph, manager of stations for 
the Union Oil Co., wrote L. P. St. Clair, president of the Independ- 
ent Oil Producers' Agency, on April 10, 1916, as follows : 

The S. O. Co. commenced offering several days ago their 100 gaUon coupon 
books at 1^ per gaUon off the market, with no time limit as to delivery of 
gasoline. These books differ from those sold by the Ventura for the reason 
the Ventura's are cash discount coupon books having a face value of IIOO.OO. 
The Ventura have sold these books at $81.80, or a discount of 18.2%. The 
S. O. Co's. books contain 100 coupons good for one gallon per coupon. On the 
face of the S. O. Go's, books they specify the locality in which the coupons in 
that book will be honored. For instance on books sold in the City of Los Angeles 
the coupons would not be honored in Riverside for the reason the gasoline 
market prices in Riverside is 1^ over Los Angeles. 

While we are not in position to say positively that the S. O. Co. intend to 
retaliate on account of the slashing of prices, which is brought about to some 
extent by those buying the Ventura books, we have good reason to believe 
from what we Imow of the local conditions, that if present conditions do con- 
tinue there is a possibility that the S. O. Co. will place their coupon books on 
the same basis, as those of Ventura. Every possible effort has been made by 
local interests, among whom were our own officials, to induce Mr. Okey, of 
the Ventura to market his gasoline along fair competitive lines, without result 

The temptation on the part of garage dealers and filling station owners to 
slash prices for the purpose of bringing additional gallonage, becomes greater 
as the market advances and in some cases these dealers have actually sold 
gasoline at 2<f off the open market price, thus making our customers sell with- 
out profit to themselves, but in so doing the Ventura customer who purchases a 
$100.00 coupon book, and even cuts the market 2^ would still make on the 
present price 1,458^ per gallon. 
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The discount of 18.2 per cent originated when the retail price of 
gasoliixe was $0.11 per gallon and the wholesale price, $0.09 per 
gallon, this differential of $0.02 per gallon was equivalent to a dis- 
count of 18.2 per cent on the retail price. In reporting a meeting 
of the Independent Petroleum Marketers' Association on April 11, 
1917, H. H. Maxson, secretary, said : 

It was then reported the Union Oil Go. had put their coupon ^stem into 
effect to meet the competition of the Standard Oil Co., who for sometime have 
offered the trade one cent off the gasoUne market thru the sale of coupon 
books. 

A memorandum dated April 26, 1917, found in the files of the 
Union Oil Co., contained the following paragraph : 

In talking this coupon situation over with our competitor, April 24th, they 
stated that they had been seriously considering some means of meeting our 
coupon competition in the country but as yet have done nothing and did not 
know as they would unless they had to in order to protect their gallonage in 
the country districts. 

Following a telephone complaint from one of its competitors in 
Los Angeles regarding the sale of coupon books to restaurant owners 
in the fiaperial Valley whereby the latter obtained engine distillate 
at a discount, C. W. Kalph wrote to F. E. Albright on May 31, 1917, 
as follows: 

We note you state there were four restaurant owners in Calexico who secured 
our books and who were paying for their distillate requirements for cooking 
purposes with these coupons. We further note you have taken this matter up 
with your agents and have instructed them that this practice must be discon- 
tinued, and that it was not the original Intention to sell to these parties tcfr 
the purpose referred to. 

We were of the opinion that if this practice had been going on, that it was 
without your knowledge or sanction, and that all it would be necessary for us 
to do was to call the matter to your attention, and if the complaint of our 
competitor was correct, that the practice would be immediately eliminated. 

On February 9, 1918, J. L. Quinn, district manager of the Stand- 
ard at Los Angeles, reported to H. T. Harper, sales manager of the 
Standard, on the coupon book situation in Los Angeles, as follows : 

In reply to your letter of Feb. 2, RSM:WR, on the above subject, and in 
harmony with our conversation when I was last in your office relative to the 
success of these books in certain districts, I am pleased to advise you as 
follows : 

Where the Union Oil Co. have put on a vigorous campaign to the individual 
auto owner their success has been remarkable In the last month. 

The 5% discount on the books redeemable for all kinds of Refined and Lubri- 
cating merchandise sold by the Union Oil Co. has been favorably received by 
the auto owner, and in such districts (has made inroads) into our business as 
many auto owners feel that the success of the Union Oil Co. books will have a 
tendency to have the Standard Oil Company adopt a like policy, and while 
their preference is for Red Crown Gasoline, the 5% discount is attractive and 
many of the Red Crown users have bought books at the 5% discount not only 
from the Union Oil Co. but also from the Ventura Refining Co., Richfield Oil 
Co., Puente Oil Co., Western Oil Co., and the Cal. Oil & Asphalt Co. 

The first books put out on the 5% discount to the auto owners were those 
of the Ventura Refining Co., who have their books on the market for the last 
three years. 

This was shortly foUowed by the Richfield Oil Co., and these two companies 
made heavy inroads into the Union OU Co. business ; the effect on our business 
being almost negligible. 

To meet this competition the Union Oil Co., I am told. Incorporated into their 
selling poUcy a coupon book of money denominations to be sold to the consum- 
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ing trade at a 5% discount and redeemable by all resellers at face value and 
which would be redeemed by the Union Oil Co. at the face value the same as 
cash but only in exchange for merchandise. 

On January 29, 1919^ G. E. Kennedy, representative of the 
Standard at Fresno, Calif., wrote a letter to H. T. Harper, sales 
manager of the same company, in which he stated : 

In addition to the lower price shown on the face of the Invoices, the 
Union Oil Company sell a $10.00 coupon book for $9.50, or a $20.00 coupon 
book for $19.00, and then accQ)t the coupons at face value, and allow the 
differentials shown on the invoice, which, of course, makes the price lower. 

As late as September, 1920, there was still complaint of price 
cutting through the sale of coupon books. Under date of September 
15 the assistant manager of stations of the Union Oil Co. wrote to 
V. H. Kelly, district sales manager, at Portland, Oreg., as follows: 

With further reference to the writer's letter JMG-1470 of September 1, 
1920, and the file under the above subject, — ^please be advised that your prin- 
cipal competitor is making the following charges for $10.00 and $20.00 books 
in your territory. In the cities of Portland and Vancouver they are charg- 
ing a price of $9.65 for the $10.00 book and $9.70 for the same book in all 
other portions of the territory west of the mountains, and a price of $19.30 
for the $20.00 Scrip Book in Portland and Vancouver, $19.40 in Medford 
and $19.35 in other portions of the territory west of the mountains based on 
today's gasoline prices. 

Section 6. Classification of customers. 

Development op ciiAssiricATioN. — ^In order to maintain uniform 
prices it was necessary for the marketing companies to classify cus- 
tomers and to fix the price differentials which apply to each class 
of customers. Much of the complaint regarding price cutting was 
due to differences among the local agents of the various companies 
in applying the classification to particular customers. The large 
marketing companies have sold directly to the consumer from their 
service stations during the greater part of the period 1914^1920, 
and the retail market price has been used as the base price to which 
all differentials were applied. Garage and other retailers have nat- 
urally been recognized as a class entitled to a differential from the 
retail price. A 2-cent differential to garages was established by 
the Standard Oil Co. in the latter part of 1914. There were also 
various other differentials, among them being 1 cent for commer- 
cial car owners. However, from time to time certain companies 
differed in their application of the classification when applied to 
a particular consumer, which caused considerable complaint at vari- 
ous points. Complaints and counter complaints from local agents 
all over the territory establishes the fact that although the mar- 
keting companies maintained a uniform retail price the classifica- 
tion of customers entitled to differentials was not always uniform. 

The classifications of the gasoline and engine distillate trade have 
been added to and changed from time to time. For example, the 
Standard Oil Co. gradually developed its classification, beginning 
with July, 1913, and, as already stated, on September 8, 1914, a month 
before it began operating its own retail stations, all district sales 
managers were instructed to allow a differential of 2 cents per gallon 
on gasoline to garages and service stations and 1 cent per gallon to 
commercial cars. On February 4, 1915, the differentials of 2 cents 
per gallon on gasoline and 1 cent per gallon on engine distillate, 
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which had been allowed State departments, counties, municipalities, 
and the United States Government, were changed to 1 cent per gallon 
on gasoline and one-half cent per ^Uon on engine distillate. 

CiiASSiFicATioNs HARMONIZED.— ^The efforts to harmonize classifi- 
cation of customers were undertaken as early as September, 1915. On 
September 29, 1915, L. H. Fish, the Union Oil Co. agent at San 
Diego, wrote to C, W. Kalph, manager of stations of that company, 
as follows: 

Whtte I was away at the Special Agent's Meeting at Fresno, our El Cajon 
Sub-Agent made a delivery of approximately 500 gallons of Gasoline to Mr. R. T. 
Robinson, Agent for the Case Automobile and Tractor and who is also running 
a large ranch in the El Oajon Valley. They have in use 4 large touring cars 
and 2 trucks and thought they were entitled to a 2^ off list. 

This was brought to my attention yesterday by Mr. Jeffries, of the S. O. Com- 
pany, as well as Mr. Imes. Our men made the delivery at 2^ off and Mr. Jeffries 
stated that he did not think that they were entitled to but 1^ off. Will you 
kindly advise at your earliest convenience? 

I might add, that we have had a classification, whereby any person or Com- 
pany operating 3, or more, trucks was entitled to 2^ off list on Gasoline. 

On October 5, 1915, L. H. Fish wrote to G. W. Ealph again on the 
same subject as follows: 

Referring to yours of the first regarding the above account, I took this matter 
up with Mr. Jeffries today and was advised by him that he had not yet received 
any instructions to make 2^ discount to people operating three or more trucks, 
but that he would take it up with his San Francisco office and advise me of their 
decision. As the matter now stands he refuses to make Mr. Robinson any better 
price than 1^ off the list. We think it best to do nothing toward changing the 
price to this customer until I hear further from Mr. Jeffries. 

C. W. Ralph answered the above on October 8, 1915, in part as 
follows : 

In looking into the subject further as to giving the above party a 2^ discount 
we see that you were fully within your rights in doing this as per Mr. Duns- 
more* s bulletin regarding the 2<t discount under date of October 22nd, 1914. 

It reads very plainly that you can give 2^ from the list to transfer companies, 
laundries, wholesale houses, or customers who are using three or more machines 
or trucks in their business for delivery or business purposes. 

However, you state Mr. Jeffries the S. O. Co. agent has no authority to give a 
discount of this kind and the best that he can do with this line of trade is 1^ off 
the list. Should the S. O. Co. continue to follow strictly 1^ off the list we would 
think it advisable for you to work in accordance with them so as not to cause any 
friction. 

As soon as you have Mr. Jeffries instructions on this subject, won't you kindly 
advise us. In the meantime, you can no doubt handle Mr. Robinson satisfac- 
torily until this has been adjusted further between yourself and Mr. JeflWes. 

The above is typical of many instances of different classes of cus- 
tomers who were given a price differential apparently on account of 
quantity by the different marketing companies prior to December, 
1915. On December 11, 1915, C. W. Eulp h. m anager of stations for 
the Union Oil Co., issued bulletin No. Ct W. R.-126 on tank-wagon 
prices of engine distillate, gasoline, kerosene, and gas and stove 
oil, showing a list of classes of customers entitled to price differen- 
tials and naming the amount off the retail price which was to apply 
toeach class. A copy of this bulletin in full is given in Exhibit 10, 
page 206. The day before, December 10, 1915, J. L. Quinn, the 
Standard Oil Co.'s Los Angeles district sales manager, had issued a 
circular naming differentials to be allowed various classes of cus- 
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tomers, and on December 13, 1915, a supplementary circular letter was 
sent out (see Exhibit 11, p. 208), which contained the following 
introductory paragraph: 

At some points some of our Agents have misunderstood our rulings on classi- 
fication of trade and the differentials that apply thereto, and in order that 
there should be no misunderstanding in the future, I am pleased to give you 
below the foUowing. 

The " list " referred to was the retail price. According to a state- 
ment furnished by the Standard Oil Co. this classification, which was 
sent out by J. L. Quinn, " was merely a summary of classification 
that had originated months before and with additions of authority 
granted by the general office between September, 1914, and Septem- 
ber, 1915, is substantially the same classification that Mr. Quinn f ur- 
nisned to his salesmen in .1914" (see p. 145). The classification of 
customers and differentials for gasoline and engine distillate made 
by the Union Oil Co. and the Standard Oil Co. at this time were 
substantially the same. The results which the Union Oil Co. antici- 
pated would follow the use of the same classification by these two 
companies are indicated in the following letter dated December 15, 
1915. written by C. W. Ralph, manager of stations of the Union 
Oil Co., to F. E. Albright,' the Union agent at El Centro, Calif. : 

We can figure no other way for us to determine whether our competitors are 
going to play fair with us than to be fair ourselves and follow out Mr. Ralph's 
BuHetin No. 126. Our competitors claim this is what they are going to do, and 
we would suggest that you see Mr. Woodward and get as close to him as pos- 
sible and see if we both cannot work along lines which are fully understood 
between us, as we believe and know, that we will both get as much business 
at the end of the year by doing business in this way as to try to use the cutting 
process, which has never been successful in any line of business, and we know 
that you appreciate all that we are writing in this letter and we are giving you 
every assurance that we possibly can that our competitors advise us they are 
trying to be fair, and we are giving them the credit of stating the truth. 

If you can find that we are being misled in any way, kindly pass the informa- 
tion to us and we will at all times be willing to go to the front for you and lend 
all assistance we possibly can. 

The Mr. Woodward referred to in the above letter represented the 
Standard Oil Co. at El Centro, Calif. 

Section 7. Maintenance of classifications. 

Complaints were made from time to time concerning the proper 
classification of individual customers. In order to reach an agree- 
ment regarding the classification of certain customers, conferences 
were held by the local agents of the large companies. In case the 
local agents did not agree on the classification of a particular cus- 
tomer, the question was frequently referred to the district managers 
of the competing companies. The following cases show the paan- 
ner in which differences regarding the classification, of individual 
customers or classes of consumers were adjusted : 

Dan Emmet.— On December 23, 1915, A. J. McVean, special 
agent for the Union Oil Co. at Ventura, Calif., wrote to C. W. 
Kalph, manager of stations, complaining that the Standard Oil Co. 
had sold to Dan Emmet, a Union Oil Co. customer, gasoline at 1 
cent off the retail price and engine distillate one-half cent off the 
retail price, and that Dan Emmet, "having no commercial car," 
was not "entitled to 1 cent discount on gasoline." (See Exhibit 
12, p. 208.) 
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On January 6, 1916, C. W. Ralph wrote to N. S. Anderson, dis- 
trict sales manager for the Union Oil Co., in part as follows : * 

S. O. Co. Prices. 

In referepce to our telephone talk today, referrinir to letter from A. J. 
McVean, Special Agent, Ventura. 

We have fully read the letter and agree with lb.>. McVean that our com- 
petitors are certainly playing unfair by pulling off deals of this kind. 

However, we know that this is not done by instructions of the heads higher 
up and we have every reason to believe that this will be stopped. 

C. W. Ralph, manager of stations of the Union Oil Co., wrote 
N. S. Anderson, of the same company, on January 12, 1916, on the 
same subject, in part as follows : 

Replying to your NSA-167 of January 6th and Mr. McVean's M-3664 of 
December 23rd, as to competitors prices made to Dan Emmet, of Somis, 
California. 

This matter has been thoroughly gone into and investigation has been fuUy 
established. They admit their guilt and while we, up to the present time, 
liave not pronounced the sentence, we believe from now on they will play 
fair with this particular customer at least. 

And again on the same date, January 12, 1916, C. W. Balph wrote 
another letter to N. S. Anderson, as follows : 

We were today talking to Mr. McVean during your absence from the City, 
and we tried to outline to him fully that our competitor had investigated 
this particulai: case thoroughly and assured -us they were not at all pleased 
with their employees following out methods shown in this case. 

They advise us they do not wish to have prices cut in this way and wUl 
immediately take st^s to stop It. In view of this, won't you kindly advise 
Mr. McVean to discontinue any cuts on distillate, other than outlined in Mr. 
Ralph's buUetin No. 126. 

The Standard Oil Co. reported that they could not locate the 
price records in this case, and added (see p. 150) : 

Either Dan Emmet came within the classification which entitled him to 
a differential from the list price, or he did not fall within such classification 
and as a consequence received no differential. 

Water companies. — ^In the early part of 1916 the question of the 
amount of differential which the oil companies would allow the 
water companies in the Imperial Valley of California, i. e., com- 
panies furnishing water for irrigation purposes, led to a number 
of conferences between the local representatives of the Standard 
Oil Co. and of the Union Oil Co. On January 11, 1916, C. W. Ralph, 
manager of stations of the Union Oil Co., wrote to F. E. Albright, 
district sales manager at El Centro, Calif., as follows : 

We see in your FEA-S89, of December 27, you advised us you were going 
after the Refined Oil business of the Imperial Water Company No. 1, but 
did not have much hope of getting it, etc. 

Wont you please advise us what your quotations were to this company and 
who secured the business; also what price they got it at, if it is possible to 
get this information. 

We are accused by our competitor of offering gasoline at 1^ off the market, 
which was satisfactory, but we further offered 1< off on distiUate. We phoned 
you in reference to this so as to get the matter straightened out and we were 
very much pleased to be advised that our competitors were wrong in their 
assumption that you had done anything out of line and that you really only 
offered i# on distillate and 1^ on gasoline. 

We know that you appreciate there will always be charges and counter- 
charges in reference to our own representatives as well as our competitors' 
representatives not acting in good faith as to price making. This always has 
existed and no doubt always will. But after all, we still believe that confining 
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ourselves to the marketing of our products at a profit and securing as much 
for them as our competitors get, will give us more satisfactory results and less 
friction than so-called "fighting." 

We would, at all times, wish to maintain our position and not give way. at 
any point or lose any business, but should we be forced to do anything which 
apparently is out of line, try and be fortified so that we can protect ourselves 
in every way. We are no doubt misled by our competitors but we will use 
every effort we can here to ke^ you posted as fully as we can. In return, do 
not hesitate to hand us any information which you can get hold of, which 
looks to you as not being in accordance with good business. 

In his reply to the above, under date of Januarjr 12, 1916, F. E. 
Albright stated that the bid submitted for the Union Oil CJo. was 
1 cent per gallon off of the retail price for gasoline and one-half 
cent per gaflon off for engine distillate, while the Standard Oil Co. 
had agreed, according to tne superintendent of the water company, to 
continue the old price, which was equivalent to 2 cents per gallon 
off the retail price for gasoline and 1 cent per gallon off for engine 
distillate. 

In the same letter F. E. Albright wrote: 

Mr. Woodward has not acted in good faith with me, as I have taken up 
with him, whenever instructed to do so by you, matters of this kind, asking 
what price had been made, and what their intentions were. Instead of doing 
this, I find he has reported the matter in to Los Angeles in an endeavor to 
create a disturbance. 

We are at this end willing at all times to follow out your wishes and co- 
operate with the Standard Oil Company in matters of price, but it is im- 
possible for one party to do it all. However, I am not finding fault, and will 
continue to do as I am told so long as I stay in the service. 

Under date of January 14, 1916, C. W. Ralph, manager of stations 
of the Union, wrote in reference to the above : 

In reference to our competitors' representative not acting in good faith with 
you, the writer appreciates it is very annoying and unfair, but let us con- 
tinue to do our part by maintaining prices, playing fair with all of our cus- 
tomers, and we both know that this will work itself out satisfactorily. When- 
ever you find anything that is a specific case where our competitors are not, 
from your point of view, living up to fair business practices, give us the 
information and we wiU try our best to lend aU assistance possible to straighten 
out conditions of this kind. 

The Union Oil Co. and the Standard Oil Co. agreed on a differ- 
ential from the retail price to be given to the water companies of the 
Imperial Vallev in May, 1916, according to the following letter 
written by C. W. Ralph, manager of stations for the Union Oil Co., 
to F. E. Albright, district sales manager at El Centre, Calif., on 
May 27, 1916: 

Replying to your letter under date of May 13th FEA-1161, the writer has 
discussed this situation from every angle with our competitor .and we have 
agreed that aU the Water (Companies in the Imperial VaUey are entitled to 
only 1^ on gasoline and i0 off on distillate, as they are in the same class as 
municipalities. 

Our competitor has written a letter to their representative in the Imperial 
Valley that their quotation of 2^ off on gasoline to Water Companies No. 1, 5, 
7 and 8 must be withdrawn immediately and that the best figure on which 
they could sell them in the future is 1^ off on gasoline and \^ off on distillate. 

We realize full well that a good many of the Water Companies use more 
supplies than an ordinary garage, but the garage man makes his living out of 
his supplies and it is up to us to draw the line some place. We have agreed 
that even if the Water Companies consider themselves a garage and equipped 
as a garage, we still will not recognize them as a garage and that absolutely 
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no quotations or prices can be made with any of the Water Companies in the 
Imperial Valley which are not in line with the above figures — ^namely, 1^ 
off on gasoline and H off on distillate. 

As we have stated above, we have gone into this subject from every angle 
and we believe that this is the surest and best way to clean up the situation. 
We see no occasion where it would ever be necessary to make a. special price 
to any of the Water Companies, but if such should arise, we have agreed with 
our competitor, that on account of the large amount of business involved that 
we will make no fecial price without first advising them under the conditions 
under which we are doing so. They have also agreed to do the same. If you 
are selling any Water Companies in the Imperial Valley gasoline at 2^ off list 
you will please discontinue making this differential and make a differential of 
1^ off on gasoline and H off on distillate. Your competitor should receive his 
notification of this change Monday morning at the same time you receive 
this letter. 

Apparently the Union agent in Imperial Valley did allow some of 
the water companies a discount of 2 cents per gallon on gasoline 
and 1 cent per gallon on engine distillate, as the Standard Oil Co. 
states in its answer (see p. 150) : 

Our records do show that in June, 1916, prices were authorized to Imperial 
Water Companies: 2^ off our market price, date of delivery, on Red Crown 
gasoline, and 1^ off our market price, date of delivery, on engine distillate. 
These differentials were made to meet competitive prices. 

Vakney Brothers. — ^Early in 1916 the question as to the classi- 
fication of the Vamey Bros, stores in the Imperial Valley led to con- 
ferences between the representatives of the Union Oil Co. and the 
Standard Oil Co. Before this case was finally settled W. L. Standard 
of the Union Oil Co. examined the records of the Standard Oil Co.'s 
agent covering their transactions with Vamey Bros. 

Under date of January 14, 1916, C. W. Ralph, manager of stations 
of the Union Oil Co., wrote F. E. Albright regarding the price 
charged Vamey Bros., who had stores at several places in the Im- 
perial Valley, lor kerosene, in which he outlined the attitude of the 
Union as follows: 

We note you state you have been giving the above concern ^ more off on 
kerosene than the Standard Oil Company are allowing, as per instructions from 
Mr. Dunsmore of some time ago. 

We know that you will appreciate [that] should we continue to cut our 
competitors* prices in this way, it will make them feel that we were not doing 
our part in reference to maintaining prices and would suggest that you make 
your prices to Vamey Brothers in accordance with the prices our competitors 
are getting for the same products. We can see no business reason why Vamey 
Brothers would not pay us as much as they would pay our competitors. 

In lining up prices in this way we believe it will eventually work to a more 
satisfactory method of marketing our products, and should our competitors cut 
prices in any instances, .please advise us, giving us the name of the parties to 
whom they make the cut and kind of goods they are cutting on and we can assure 
you every effort wiU be made on our part to get matters of this kind adjusted. 

On April 27, 1916, F. E. Albright was informed by C. W. Ralph, 
manager of stations of the Union, that Vamey Bros, were to be 
chared "regular prices on kerosene'' by the Standard, as shown 
by the following : 

Our competitors advise they are going to confine the above concern to their 
regular prices on kerosene oil, both as to bulk sales and cash sales. We cer- 
tainly hope that they will do this and that you will be able to meet this con- 
dition and sttU retain their business and good will* 
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F. E. Albright replied to the above in part as follows on April 
29, 1916 : 

Replying to the above, I regret to say that we have lost some of the stores 
operated by the above concern, and understand that we will lose the whole 
business. You letter states that the Standard will confine the above concern 
to regular prices on kerosene on bulk sales and cases, but does not say what 
their regular prices on case goods are. If they handle this business the way 
they are now handling the Imperial Water Company No. 1, we cannot hold 
out much hope of keeping this business, or any other they may go after. 

After examing the records of the Standard Oil Co., W. L, Stand- 
ard, of the Union Oil Co., was apparently satisfied that the former 
company was "playing fair," as shown by the following excerpt 
from a letter written to F. E. Albright on May 22, 1916 : 

Our competitor showed the writer his records on Vamey Brothers and it 
looks very much as though we stiU have the bulk busine.ss in aU of their stores. 
We still enjoy the case business, also at Brawley and Holtville. However, our 
competitor has sold some case kerosene at Calexico Store at 20<t. The writer 
saw these figures for kerosene under date of 4/29 at 20^. 

It looks as though they are playing fair on this particular piece of busi- 
ness and our competitor stated that they are absolutely playing ball according 
to the rules, so if there is any further assistance we can give you on Vamey 
Brothers, all you have to do is let us know and we assure you that we go 
to the bat quick as we have made certain people to understand that the rules 
must be lived up to, or we certainly will take the business at their quoted 
prices. 

Cafes and kestaurants in Imperial ValIiEY. — J. L. Quinn, the 
Los Angeles sales manager of the Standard Oil Co., wrote to the 
home office under date of October 24, 1916, requesting authority to 
allow the large restaurants in the Imperial Valley, which used from 
5,000 to 6,000 gallons of engine distillate per year, one-half cent per 
gallon off the market price for eng^ine distillate, in order "to meet 
this competition" of the Union Oil Co. This request was granted 
on October 26, 1916, by H. T. Harper, sales manager of the Standard 
Oil Co., who requested a list of the concerns that would receive this 
special price. This list was furnished November 16, and on Novem- 
ber 28 J. L. Quinn was directed to have any future special prices 
authorized by the home office. On December 7 J. L. Quinn requested 
authority to allow restaurants and cafes using in excess or 6,000 

fallons per year, "irrespective of the Imperial Valley," this same 
iscount, because "the IJnion Oil Co. are allowing all restaurants 
in this field" one-half cent off the retail price. Under date of 
December 11, 1916, the home office of the Standard Oil Co. declined 
to authorize this concession to sections "other than those affected 
by your recent authority;" but on January 17 and 26, 1917, 
the sales manager of the Standard authorized the local agent to 
grant this special price to other restaurants in the Imperial V alley. 
(See pp. 150-151.) 

In a letter dated January 30, 1917, C. W. Ealph, of the Union Oil 
Co., wrote F. E. Albright regarding the practice of allowing restau- 
rants and cafes a differential of one-half cent per gallon on eiogiBe 
distillate. (See Exhibit 13, p. 209.) It was claimed by the Union 
that the Standard had been allowing this discount for a period of 
eighteen months ; while, as stated above, the Standard contended that 
this allowance was made to meet the competition of the Union. The 
last paragraph of the above letter stated : 
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It is further claimed that the Guy McMain bakery do not operate trucks and 
thus are entitled to no discount. We would like very much to clean up this 
situation and know of no reason why we should not clean house effective 
February 1st. You will, of course, appreciate that if any of these cafes or 
restaurants are operating commercial vehicles for commercial purposes they 
are thus entitled to i^ off the market. 

As noted above, on January 30 C. W. Ealph, sales manager of the 
Union Oil Co., wrote that he knew of no reason " why we should 
not clean house effective February 1;" and on the following day, 
January 31, J. L. Quinn, Los Angeles district manager of the Stand- 
ard Oil Co., wrote to H. T. Harper, the Standard's sales manager, 
as follows: 

Effective February 1, 1917, we have discontinued allowing special price of }^ 
per gallon off on Engine DistUlate to various restaurants throughout the Im- 
perial Valley; henceforth our price to them will be full list price. 

The home office of the Standard wrote J. L. Quinn on February 2, 
inquiring the reason for the withdrawal of this special price to 
restaurants in the Imperial Valley, and were advised on February 7 : 

The reason we withdrew this price was that the Union Oil Company have 
notified their restaurant trade that hereafter all Distillate to them would be 
list price. 

The action of J. L. Quinn, the Los Angeles district manager of 
the Standard, in withdrawing this special price was approved by the 
home office which, however, criticized him for withdrawing it with- 
out first having the approval of the home office. (See p. 151\) 

Section 8. Agreements on price bonndaxies. 

Relation of price territories to price maintenance. — An im- 
portant matter to be considered in the maintenance of uniform prices 
is the territory to which they apply. This is especially important 
in the petroleum industrjr by reason of the fact that deliveries to 
outlying points are made in tank wagons from tank-wagon stations 
which are located at advantageous central points. A differential over 
the wholesale price to garages and service stations located within the 
territory contiguous to a tank-wagon station is charged for deliveries 
to garages and service stations located at outlying points. In order 
to maintain uniform prices the different marketing companies have 
adopted identical boundary lines between territories taking different 
prices. 

San Bernardino-Eedlands boundary. — The following letter, 
dated December 1, 1916, written by C. W. Ralph, of the Imion Oil 
Co., to T. W. Okey, sales manager of the Ventura Refining Co., shows 
how carefully the dividing lines between different towns in southern 
California were fixed : 

Confirming our conversation of this date, we are pleased to give you informa- 
tion regarding a definite line between Redlands and San Bernardino Territory. 

The Une starts at Harlem Springs, which is in the Redlands Territory and 
extends South on California Street to the River ; then Southwest in a westerly 
direction to Mountain View Ave., taking in both sides of this Avenue, South 
to the outer boundary of the territory, placing the district Northwest and 
West of this line in the San Bernardino district and East and South East in 
the Redlands District, which throws Redlands Junction or Bryn Mawr into the 
Redlands District. Both sides of Mountain View Ave. are in the Redlands 
Territory, 
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This boundary line has been adhered to by the Standard Oil Go. and onr- 
selves and according to our conversation you will instruct your San Bernardino 
Representative to be governed by this boundary line. 

The Redlands Territory takes a differential of i# per gallon over the San 
Bernardino and Colton Territory. 

Hoping that this will clear up the condition and that there will be no further 
tension as to the boundary line, I beg to remain. 

According to a statement submitted by the Standard Oil Co., " the 
boundary lines of the Bedlands district are the same to-day (Septem- 
beFj 1921) as they were in January, 1914." (See p. 164.) 

LiOS Angeles-'Pasadena. — Prior to February 21^ 1916, South Pasa- 
dena took the Los Angeles price on refined petroleum products, but 
on the above date South Pasadena was placed in the Pasadena terri- 
tory, which was charged one-half cent over the Los Angeles price. 
as shown by the following extract from a letter of February 21, 
1916, from C. W. Ralph, the manager of stations of the Union Oil 
Co., to F. H. Williams, district sales manager at Pasadena, Calif. : 

Effective this morning, the Southern Pasadena Territory which at the pres- 
ent tinie takes Los Angeles prices on all refined oils will take the Pasadena 
price which is ^^ over Los Angeles. 

This makes an advance in South Pasadena Territory of 1^ on all Refined 
products. As a matter of record, will state that the former dividing line 
between Pasadena and South Pasadena was the Arroyo on the West, Columbia 
on the North, S. Garfield on the North East and Huntington Drive and Moffatt 
Str. on the' South. 

The dividing line effective February 21st, between Pasadena and Los 
Angeles territory will be the Arroyo on the West, Moffatt Str. on the South. 
and Meridian Str. on the East. This latter Str. is one block from Huntington 
Drive and joins into Palomo and Parke Str. From the map, Parke Str. comes 
down to Huntington Drive and a line from Parke Str. across Huntington 
Drive is what is now the Northern City limits of Los Angeles, including 
Bairdstown. The above would be the dividing line between Los Angeles Prices 
and Pasadena Prices. This information was taken from a map outlined by 
our competitor. 

South Pasadena took the Pasadena price from 1904^1909, while 
from 1909-February 20, 1916, South Pasadena took the Los Angeles 
price, which was one-half cent per gallon under the Pasadena price. 
Beginning with February 21, 1916, the boundary between Pasadena 
and Los Angeles was changed, transferring South Pasadena from 
the Los Angeles to the Pasadena territory. (See p. 167.) 

Section 9. Besale price maintenance. 

The question of maintaining resale prices by refusing to sell to 
retailers who cut prices arose at San Diego, Calif., and at Phoenix, 
Ariz., in 1917. The attitude of the Union Oil Co. in respect to such 
sales is stated in a letter under date of February 23, 1917, written 
by C. W. Ralph, manager of stations, to L. H. Fish, .district sales 
manager at San Diego, as follows : 

We very much appreciate your letter of the 20th inst. to which was attache<l 
newspaper clipping setting forth the fact that on Saturday and Sunday the 
above will give to all auto owners who present the newspaper clipping a 50^ 
bottle of auto polish. 

It must be gratifying to Messrs. Jeffries and Sykes of the Standard to note 
this newspaper ad. which reads in part as follows : 

Red Crown Gasoline and Oils are always sold below market price by Mr. 
Wood. 

There is an old saying that reads ** It pays to advertise *' but we are of the 
opinion if Messrs. JeflCries and Sykes continue to serve this price cutter, that 
you should be successful in securing whatever garage trade they have by 
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telling your customers that the Union Oil Company will refuse to furnish 
goods to a persistent price cutter, and in taking this position, we are backed 
up by the advice of our attorneys. 

The Standard Oil Co. have it right in their hands to eliminate this unfair 
practice. It looks as though they are so anxious to secure gallonage that they 
have no regard as to the damage done their other customers. The S. O. Co. 
here are well aware of the fact we have practically eliminated our cut price 
customers in this city. Would suggest you stay right with Messrs. Jeffries and 
Sykes, and show them they owe it to the legitimate garage and filling station 
dealers in your city. Pound them on this proposition vigorously, even to the 
extent of making yourself obnoxious to them. 

Apparently the " fact we have practically eliminated our cut-price 
customers in this city " refers to Los Angeles, as the above letter was 
written from that city. 

The matter was taken up with the local agent of the Standard, 
who promised to take it up with his home office, as shown by the 
following letter written by Li. H. Fish to C. W. Ealph on March 6, 
1917 : 

Referring to your letter of February 23rd on the cut prices by the above 
dealer. I informed Mr. Sykes one day that the paper in East San Diego had 
an article regarding Mr. Woods selling Red Crown Gasoline and OU below the 
market price. 

I was in conversation with Mr. Sykes this morning and he informed me that 
he had taken up the matter of cut prices with the head office and they have 
asked him for a letter regarding the situation. He informed me, he gave them 
this letter about Saturday of last week. He promised to take the matter up 
with me as soon as he hears from them. 

The legal department of the. Union Oil Co. was asked for its opin- 
ion regarding the legal right of that company to refuse to sell a re- 
tailer because the retailer did not maintain the Union's regular retail 
prices, and on July 24, 1917. C* W. Ralph, manager of Nations for 
the Union, wrote L. H. Fisn, of the same company, regarding the 
attorneys' decision, as follows : 

Our attorneys maintain that a reseller. who fails to maintain our established 
price is doing the company and our goods an injustice. We have always taken 
the position of not cutting a man off without giving him say 24 hours' notice. 
Our method of handling would be about as follows : As soon as you learned that 
the reseller was cutting our price, we would go to him in a neighborly way and 
endeavor to show him that he was doing ourselves and our customers an 
injustice in cutting the price. We would attempt to convince him that he 
should maintain prices. Failing In this we would then verbally notify him 
that he would have to make other arrangements for deliveries and after that 
time we would refuse to deliver. If there is any further Information desired 
kindly advise. 

The attitude of the Standard Oil Co. was in direct opposition to 
that of the Union. The Standard Oil Co.'s agent at Phoenix, Ariz., 
took up the matter of compelling dealers to maintain list prices on 
Red Crown gasoline with the San Francisco office on May 9, 1917, 
as follows : 

I would like to have you advise suggestions with reference to our rights 
lawfully and legally of compelling dealers to maintain our list prices upon Red 
Crown Gasoline. While we do not operate service stations in Arizona, we do 
a retail business to this extent, that we sell to customers by tank wagon, at 
the prevailing list prices. 

There has always been more or less price cutting within the state, but to no 
great extent until very recently. I refer especially to the period since the 
Union Oil Company have placed their coupon books in the state. The price 
per gallon to the customer purchasing the coupons being 1^ less than the pre- 



102 PACIFIO COAST FESTBOLBUM IKDUSTRY. 

vailing list price. TMs has resulted in a great many of our dealers selling 
Bed Crown Gasoline direct from the pump to any one sometimes at ^^ under 
the list price and in various instances at 1^ under the list price. 

All of this has generated a large amount of ill feeling, which has demoral- 
ized conditions. Before I take any steps in the matter, I would lilie to be 
guided by the experience you have developed on the Coast in the past two 
years in handling problems of this kind. I feel that eventually we will be 
compelled to place service stations aU over Arizona and at that time, it would 
be desirable from every viewpoint to have our list prices maintained. 

Such being the case, we should if possible begin to assert our rights regarding 
this question. It would seem to the writer that if we can do so lawfully, that 
we should compel our dealers or any one who purchases Red Crown for resale 
to maintain our list prices. This is an advertised product and we assuredly 
deserve some protection on the price of the resale. 

H. T. Harper, of the Standard, replied as follows on May 21, 1917: 

Referring to your letter of May 9th, in which you ask that we advise yon 
our legal rights as regards compelling dealers to maintain our list prices on 
Red Crown Gasoline: 

We are under the impression that, from your experience with the Company, 
you understand its marketing policies. The Company does not dictate the 
prices that handlers of our products shall make. We possibly have some legal 
right to do so but we have never exercised that right, nor does there appear 
to be any reason at this time for doing so. This policy has been foUowed for 
many years, and we have never recognized the necessity for handling the mat- 
ter in any other way. We sell our goods to a dealer, garage, or any re-handler, 
and it is his privilege to do what he likes with them. 

Section 10. Competitive conditions in sale of fuel oil. 

A uniform price for fuel oil, with few exceptions, has been main- 
tained on theTaoific coast since 1914. Some price competition was 
started in the Seattle district at Vancouver, British Columbia, in 
the early part of 1915, which gave the Union Oil Co. and the Im- 
perial Oil Co. (Ltd.), of Canada, some concern. However, later the 
General Petroleum Co. got in line with the other large companies. 
In May, 1916, the Union Oil Co. refused to quote fuel oil to the 
Alaska Gastineau Mining Co., a customer of the General Petroleum 
Co. Owing to the fuel-oil shortage in 1920 the companies confined 
their sales to regular customers, and there was some variation in 
the prices made by the different companies. 

Competitive conditions in the sale of fuel oil in California in 1914 
are set forth briefly in a letter from C. G. Sheffield, sales manager 
for the Union Oil Co., to L. P. St. Clair, president of the Independ- 
ent Oil Producers' Agency, on February 3, 1914, as follows: 

Acknowledging receipt of your favor of the 28th, which was delayed in 
reaching us on account of recent interruption to railroad service; Issuing a 
new fuel oil price schedule without conferring with you was an oversight on 
my part. Naturally if there had been a decline in prices, I would have re- 
ferred the matter to you Immediately, hut In the case of an advancing market, 
based on our past policy, it did not occur to me to await instructions but 
simply to see that you were promptly advised through Mr. Sclater of the 
advance in price. 

As the matter now stands, the Standard appear to be living up to the ad- 
vance, although they had a few sleepers whom they protected. The Associated 
have been quoting 50^ in the fields up to today, in fact, they were afraid we 
might get their contract with the Inyo Developing Company, — ^2000 barrels a 
month (D. O. Mills interests) and quoted either 48 or 49^, so as to be safe; 
This is Mr. Whitehead's usual policy. From information at hand today, 
believe they have advanced their price to 55^. In the meantime, we have taken 
in title neighborhood of 70,000 barrels a month new business. This amount 
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covers contracts mostly from the Standard taken on during the past three 
months. The Standard are apparently very anxious to hold to the advanced 
prices even though they lose a little business. 

The Union Oil Co. had an exclusive sales contract with the Inde- 
pendent Oil Producers' Agency, of which L. P. St. Clair was presi- 
dent. 

On February 4, 1915, Alex Sclater, who was vice president of the 
Union Oil Co. at that time, wrote from Montreal, Canada, to C. G. 
Sheffield, sales manager of the Union Oil Co., in part as follows : 

I am in receipt of your telegram relative to the situation in Vancouver. 
I saw Mr. Teagle while in Toronto. He is not at all encouraged about the situ- 
ation up there. He is of the opinion that the General Petroleum are making 
contracts below the market, ahd they make the statement that they are in 
business in Vancouver, and intend to meet any prices that are made. I ex- 
plained the General Petroleum situation as far as I know it, and as expressed 
to me in a recent letter by Mr. W. L. Stewart, that they had about as much 
oil tied up as they would venture, on big contracts at low prices, and told him 
that we would be quite willing to establish a market of 5t above the Seattle 
price, but he was unwilling to state that this would suit them, and we left the 
matter that way. 

•Mr. Teagle, now president of the Standard Oil Co. (N. J.), was 
president of the Imperial Oil Co. (Ltd.) at that time. 

C. G, Sheffield transmitted the above letter to W. L. Stewart on 
February 13, 1915, with the following comment : 

You will note that the Imperial Oil Company (Standard) are worried over 
the General Petroleum Company's tactics in Vancouver. They certainly have 
been a very disturbing element and have directly caused us the loss of a great 
deal of money In that' territory. 

It is a surprise to me that the General Petroleum Company toler&tes this 
man Home. He was formerly with us In Seattle and was dismissed for the 
identical tactics he has since been pulling off for the General Petroleum Com- 
pany in Seattle, Vancouver and Victoria. A man that, in the face of a 
falling market, goes around and boasts that his company will likely make 
quotations to beat the best that have been made, should not be tolerated in the 
oil business. I question very much whether" the General Petroleum Company 
are fuUy alive to the character of this individual. If you ever have a favor- 
able opportunity to represent him to his own people in his true light, I hope 
you will not overlook it. 

In May, 1916, the Alaska Gastineau Mining Co. approached the 
Union Oil Co. for a quotation on fuel oil at Juneau, Alaska. On 
May 24, 1916, Mr. Clagett wrote to Alex iSclater, vice president of the 
Union Oil Co., as foUows : 

Mr. Monroe, of the Alaska Gastineau Mining Company, states that he has 
received two or three letters recently from their General Manager, stating that 
they want to make a contract for fuel oil with us, as per recent communication 
with you. They state that they do not consider that they have any contract 
with the General Petroleum Company. They want to be sure of their future 
supply of oil. They further state that the General Petroleum Co. has fallen 
down in so many ways, and has broken the terms of their agreement with them 
in so many ways, that they feel that they are at perfect liberty to contract 
with any one else who can supply them. 

I told him that we did not look with favor upon making a contract with 
any concern who was under contract with another oil company, but he re- 
quested that I take the matter up again with you, and see if we could not make 
them a quotation. It would be very easy for us to handle the business. 

He requested, however, that we make no mention of this to the General 
Petroleum Company. I told him that I would put the matter up to you again 
and see if anything could be accomplished. 
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On June 1, 1916, W. B. Hobb, secretary of the Independent OU 
Producers' Agency, wrote to C. G. Sheffield, manager of the fuel oil 
department of the Union Oil Co., as follows ; 

ALASKA GASTINEAU MINING CO. 

I have your favor of the 3l8t ult., 1875 on the above subject : 
I would not be favorable to a competitive bidding on any business that 
belongs to our competitors, and particularly the General Petroleum Company. 
It is my understanding from your communication that In acquiring the business 
it would mean absorbing an obUgatlon of the General Petroleum Company at 
a time when it must be generally conceded that our fuel oU business has reached 
a maximum figure under present conditions. I note that the easting contract 
with the General Petroleum Company does not expire until August 31, 1917. (?) 
Will you kindly Inform me if there are other reasons than present associa- 
tions now existing with the Guggenheim interests why we should take on this 
business. 



Chapter VII. 

RESTRICTION OF COMPETITION AMONG INDEPENDENT 

MARKETERS. 

Section 1. Competitive positioii of the small independent marketers. 

The information regarding the competitive activities of the so- 
called independent marketers was secured from the files and records of 
the Independent Petroleimi Marketers' Association and from the files 
of the m^nbers of that organization. The examination covered the 

?eriod from the or^nization of the association to the end of 1920. 
here are 21 relativdiy small refining companies in California, most of 
which are located in the vicinity of Los Angeles. Some of these 
small companies have their own service stations in Los Angeles and 
vicinity. They also sell extensively to jobbers in southern Califor- 
nia, and shipments are sometimes made outside of California. . These 
companies do not retail their petroleum products in northern Cali- 
fornia, Oregon, or Washin^on. The existence of these small re- 
finers should tend to make Los Angeles and vicinity a highly com- 
petitive market, but, through price agreements and otherwise, 
competition has often been stifled. 

Section 2. California antitnist laws. 

In March, 1907, a very strict antitrust law was enacted in Cali- 
fornia which made it unlawful for two or more persons, firms, part- 
nerships, corporations, or associations of persons to agree to limit or 
reduce production, to increase or reduce prices, to prevent competi- 
tion in the manufacture, transportation, sale, or purchase of any 
merchandise, produce, or commodity, to make or enter into or execute 
or carry out any contracts, obligations, or agreements not to sell 
below a fiked price or value, or to agree in any manner to maintain 
prices at a fixed or graduated figure, or to pool, combine, or directly 
or indirectly unite any interests connected with the sale or trans^ 
portation of any article or commodity whereby its price might be 
affected in any manner. (See Exhibit 14, p. 210.) This law was 
amended in 1909 by a provision to the effect that '^ no agreement, com- 
bination, or association shall be deemed to be unlawful or within the 
provisions of this act, the object and business of wliich are to conduct 
its operations at a reasonable profit or to market at a reasonable profit 
those products which can not otherwise be so marketed." (See Ex- 
hibit 15, p. 212.) 

The Supreme Court of California in January, 1919, in affirming a 
conviction under the Cartwright antitrust law of 1907, stated that 
the provision in the amendment of 1909 afforded an exemption, 
mider certain conditions, from the operation of the general law, but 
that the burden was on the accused to prove that tne acts chared 
against him came within the proviso of the amendment.^ (See Ex- 
hibit 16, p. 213.) 

* People 17. H. Jefvne Co. et al., 178 Pac. Bep. 517. 
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California also has an antidiscrimination law, which was enacted 
in 1913. making it unlawful to discriminate between different sec- 
tions oi the State hj selling or furnishing any commodity or serv- 
ice "at a lower rate in one section, * * * than in another, after 
making allowance for difference, if any, in the grade, quality, or 
quantity, and for cost differences," due to distance from point of 
production and expense of distribution and operation. There is a 
provision in the act which allows " the meeting in good faith of a 
competitive rate." (See Exhibit 17, p. 216.) 

Section 3. Organization of Independent Petroleum Marketers' AssociatioiL 

Conditions prior to organization. — In 1912 there were about 
16 small independent refining companies operating in southern Cali- 
fornia located in the vicinity of Los Angeles, oome of them were 
connected by short pipe lines with the local oil fields, while others 
secured their supply of crude petroleum by tank cars from the oil 
fields of the southern part of California. The rapid development 
of the industry in California during the vears 1912 and 1913 brought 
about a greatly increased production oi gasoline which resulted in 
sharp pnce competition, especially in the Los Angeles market. The 
chief factors in causing the extensive decline in the retail price of 

fasoline, extending over the entire Pacific coast territory, appear to 
ave been (1) the overproduction of light crude petroleum, from 
which the greater part of the gasoline is produced, (2) the keen 
sales competition of the small refiners, and (3) the entrance of the 
Shell interests into this territory. 

In December, 1912, some of the small marketing companies at Los 
Angeles cut the price of gasoline from 1 to 2 cents per gallon, and 
throughout 1913 and 1914 price cutting continued until prices were 
so low and competition so teen that the small refiners were said to 
be either losing money or making very small profits. H. H. Maxson, 
who has been secretary of the Independent Petroleum Marketers' 
Association since its organization, described the conditions of com- 
petition which existed from 1913 to 1915 as follows : 

Further replying to your request of recent date and concerning memoranda 
submitted as to activities of the Independent Petroleum Marketers' Association, 
beg to say that in the year 1915 * the Independent Petroleum Marketers' Asso- 
ciation found it necessary to associate themselves together for the purpose of 
protecting themselves against a competition which meant their ruin, and at 
that time it appeared to them that it was necessary to stabilize the business in 
this vicinity or the " Independents " would be entirely eliminated from the 
field. It was a long and hard struggle, and it was only through the coopera- 
tion and assistance rendered by frequent meeting and exchange of views, that 
the independent marketers of gasoline and oil products have survived the days 
of ruinous competition.* 

At a hearing before the Commission, held October 7, 1921, H. H. 
Maxson stated that " in fact, two plants went out of existence at 
that time. There were others that barely survived and have been 
able to remain in business." 

As already stated, in the fall of 1914 the Standard Oil Co. de- 
cided to extend its sales directly to the consumer and purchased the 
service stations of the National Supply Co., 17 of which were in 
Los Angeles. Just prior to entrance into the retail market it fixed 

> Should be 1914. 

8 See Exhibit 4, p. 181. 
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the margin between its wholesale and retail prioes of gasoline at 2 
cents per gallon. Soon after this the 2-cent differential became 
generally recognized. On October 22, 1914, the Standard reduced 
the wholesale tank-wagon price of gasoline from ISJ to 12^ cents 
per gallon at Los Angeles and San Francisco. The small refiners in 
southern California, believing that a fight with the Standard in the 
retail market could only result in their own destruction, met on 
November 21, 1914, and rormed an association to protect their mutual 
interests. 

Organization and membership of the Marketers' Association. — 
An association of the independent marketers of the petroleum prod- 
ucts in southern California, known as the Independent Petroleum 
Marketers' Association, was formed on November 21, 1914, with the 
Los Angeles Refining Co., Densmore-Stabler Co., Service Oil & 
Asphalt Co^ A. F. Gilmore Co., Puente Oil Co., Southern Refining 
Co., Pinal-Dome Refining Co., and the Kello^ Oil Co., as charter 
members. On February 9, 1916, the organization was incorporated 
as the Independent Petroleum Marketers' Association of California 
(Inc.). According to the annual report of the secretary of the asso- 
ciation, dated February 9, 1916, as far back as the fall of 1913 repre- 
sentatives of the companies which later comprised the association 
had met in an informal way to discuss certain phases of the oil 
business. 

On September 17. 1915, an amendment to the by-laws was adopted 
by which small petroleum marketers, who could not afford to pay the 
full association dues, were admitted to associate membership. The 
article stated that the associate members would be " entitled to cer- 



tain privileges in the way of information, etc., which this 
tion IS able to furnish." The membership of the association 
ary 18, 1921, is shown in the following table : 



corpora- 
on Janu- 



Table 24. — Membership of the Independent Petroleum Marketers* Association of 

California (Inc.), Jan, 18, 1921. 



Company. 



FULL HEHBEBS. 



Associated Oil Co 

Continental Petroleoizi Co. 
General Petroleom Co.*. . . 

Hurley-Smith Co 

Richfield OU Co 

Turner Oil Co 

Union Oil Co. of California . 
Vernon OU Refining Co. . . . 

Wallace Refineries 

Wilshire Oil Co 



ASSOCIATE MEMBEB8. 



Diamond Oil Co , 

E. A. Doran Oil Co 

Fletcher Oil Co 

A. P. Oilmore Co 

J.M.McLeod 

Pacific Wood & Coal Co. . 
Petroleum Lubricants Co. 



Main office. 



San Francisco. 

....do 

Los Angeles. . . 
do 



.do. 
.do. 
.do. 
.do. 
.do. 
.do. 



.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 



Date Joined. 



November, 1920. 
November, 1917. 
April, 1916. 
February, 1915. 

Do. 

Do. 
September, 1916. 
October, 1917. 
Febmary, 1915. 

Do. 



AprU, 1916. 
Itoy, 1916. 
July, 1920. 
February, 1915. 
August, 1920. 
July, 1916. 
August, 1918. 



' The Qener alPetroleum Corporation was incorporated May 25, 1916, and took over the property and 
business of the General Petroleum Co. on July 1, 1916. 
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A list of former members of the association who had resigned prior 
to January 18, 1921, is given in Exhibit 18, page 218. Some of the com- 
panies that withdrew from the association went out of business, 
some were taken over by other companies, while still others with- 
drew because they were dissatisfied with the association. A list of 
the officers and directors of the association on January 18, 1921, is 
shown in Exhibit 19, page 218. 

The association was very desirous of securing the membership of 
the large independent marketers of petroleum products. The annual 
report of the association of February 9, 1917, contains the following 
regarding the membership of the Union Oil Co. : 

In August we landed the biggest of the [them] aU — ** The Father of the Inde- 
pendents " in OaUfomia, the Union Oil Company. With their prestige and advice 
and support, I thinlc we need have no further fear for the safety of our organi- 
zation. Our foundation is established. From now on we need only buUd up a 
structure. 

The membership of the Shell Co. was unsuccessfully solicited on 
various occasions. The General Petroleum Co. was the first of the 
large companies to join and the Associated Oil Co. the last. A letter 
dated October 22, 1920, soliciting the membership of the Associated 
Oil Co.^ written by H, H. Maxson, secretary of the association, is 
interesting in tone. One paragraph reads: 

Mr. C. W. Ralph of the Union Oil Company and H. S. Botsford of the Pu«ite 
Oil Company expect to be in San Francisco next week, and I have asl^ed them 
to take up with you the subject of " Cooperation " and we trust that at no 
distant date we may enjoy the privilege of accepting your appUcation for mem- 
bership in our Association. 

The Associated Oil Co. joined November 18, 1920. 

Organization of the Credit Bureau. — On October 27, 1915, the 
Oil Men's Credit Bureau was organized hj the Independent Petro- 
leum Marketers' Association for the benent of association members 
and allied interests. The work of this bureau is to collect informa- 
tion on the financial condition of creditors and rate them accord- 
ingly. A list of the members on January 18, 1921, is shown in the 
following table : 

Table 25. — Membership of the Oil Men*» Credit Bureau, Jan, 18, 1921, 



Member. 



Ralph Hamlin. 

McCoy Motor Supply Co 

Panama Lubricants Co 

PuenteOilCo 

Standard Oil Co. (California). . 
l^de Water Sales Corporation. 
ValvolineOilCo 



Address. 



Los Angeles. . . 

do 

do 

do 

do 

San Francisco. 
Los Angeles. . . 



Date Joined. 



Anril. 1920. 
March, 1919. 
October, 1919. 
July, 1920 
SeptemberJl919. 
January, 1921. 
March, 1919. 



The credit bureau has its office in the rooms of the association and 
H. H. Maxson is secretary of both organizations. Up to January 18, 
1921, five other companies had join^ and resimed from the credit 
bureau. The list of former members is shown in Exhibit 20, page 218. 

The Lubricating Oil Section. — ^The organization of the lubri- 
cating oil section was described as follows in a memorandum of the 
Independent Petroleum Marketers' Association meeting of January 
11, 1918, written by W. L. Standard, of the Union Oil Co, : 
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A Lubricating Oil Section of the Association has been formed and the Panama 
Lubricants Co., also Austin, Bryant & Carter Company have joined the Asso- 
ciation. The Lubricating Section will be of particular advantage in reference to 
price of pump tanks, wood barrels, etc. The Lubricating Section will formulate 
a list as to who are bona fide jobbers in the City of Los Angeles. The Panama 
submitted their prices on Eastern stocks to jobbers in the City of Los Angeles. 
We naturally will not do this as we have positively refused to sell any Eastern 
Stocks to jobbers in the City. 

The following letter sent to the association members by the secre- 
tary, under date of January 15, 1918, shows that the association was 
attempting to standardize marketing methods: 

At a recent meeting of the Lubricating Oil Section of the Association was 
discussed the prevailing customs of various marketers in the handling of oil 
containers. The enclosed schedule gives some idea of the prices charged by 
certain companies, some of which seU the packages outright; whUe others 
merely loan. 

Kindly fiU in the blank spaces with charges you make for various containers, 
and under " Remarks " indicate whether you loan or sell same, and any other 
suggestions you have to offer toward solving this problem so as to be fair to 
all concerned. 

A conference was held on January 23, 1918, at which time a sched- 
ule of charges for oil containers and classification of marketers was 
agreed upon, as shpwn by the following letter dated January 23, 
1918: 

At a conference of the Lubricating Oil Section of the Association held to-day, 
it was the consensus of opinion that for purposes of fair competition a uniform 
schedule of charges for oil containers and a classification of oil marketers should 
be adopted. 

Enclosed find copies of such schedule and classification which have been 
adopted by the Association, and such Lubricating Oil Marketers as are not 
members will also be invited to comply with same. 

Conference wiU be called from time to time as changes are necessary. 

The lubricating oil section was finally disbanded because of the 
practical impossibility of supervising the marketing policy of a prod- 
uct that is sold in so many different grades and containers, and which, 
moreover, meets the competition of lubricants manufactured east of 
the Eocky Mountains. 

Section 4. The California Petroleum Exchange. 

On August 14, 1918, some of the members of the association organ- 
ized arid incorporated the California Petroleum Exchange for the 
purpose of purchasing crude petroleum and the disposal of surplus 
stocks of refined products. Tlie following refiners joined the (jaU- 
f ornia Petroleum Exchange : 

Asphaltum & Oil Refining Co., Los Angeles. 

Richfield Oil Co., Los Angeles. 

Turner Oil Co., Los Angeles. 

Vernon Oil Refining Co., Los Angelea 

Wilshire Oil Co., Los Angeles. 
H. H. Maxson, the mana^r and secretary of the Independent 
Petroleum Marketers' Association, was appointed secretary of the 
exchange, and ofiices were maintained in rooms adjoining those of the 
Independent Petroleum Marketers' Association. • When the organ- 
ization of the exchange was being planned, in the spring of 1918, 
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H. H. Maxson sent out the following letter, dated April 4, 1918, to 
the Turner Oil Co. and other interested refiners : 

For the pnri>ose of determining more definitely the amounts of gas<dine and 
engine dlstiUate likely to be handled by our proposed seUing and distributing 
agency, it is necessary to have some detailed information as to your production 
and sales over some fairly representative period, I have selected the sii 
months beginning with September last up to and including Feb'y this year— 
a six months period for which you can no doubt give me your monthly manu- 
factured and marketed output respectively on the two products In question. 

This information will be held conQdential if you so desire, but it is quite 
necessary in laying out the marketing policy proposed and more e^)ecially in 
determining the limits of surplus goods we are asking other marketers to 
dispose of pending the stabilizing of prices and credits and the general working 
out of our own centralized marketing plan. For this reason I am asking you to 
kindly fill in the blank spaces on the enclosed sheet and mail to this office at 
your earliest convenience. 

The quantity of surplus stove and furnace distillate handled by the 
exchange dunng one year, as shown by the annual report of the 
secretary dated July 9, 1919, was 193 cars containing 1,090,708 gal- 
lons. These shipments were prorated among the exchange meml^rs, 
the Turner Oil Co* shipping the greatest quantity. Some engine dis- 
tillate was shipped out of me territory, shipments being made as far 
east as West Virginia. 

The exchange attempted to Drevent the payment of large premiums 
for crude petroleum. HL H. Maxaon, secretary of the exchange, in- 
formed the Commission at a hearing held October 7, 1921, that owing 
to the superior transportation facilities of the large companies the 
producer prefers to sell his crude to them instead of to the small 
refiner, who has to transport the crude by tank car. It was necessary 
for the small refiners to pay a premium in order to secure crude 
petroleum, and the producers succeeded in getting the refiners to bid 
against each other " until the prices being paid were as high as sev- 
enty-five cents to a dollar a barrel bonus." The attitude of the 
association toward this condition is shown in the following memo- 
randum of an Independent Petroleum Marketers' Association meet- 
ing, dated February 14, 1917: 

Tlie question of a Purchasing Agency in connection with the I. P. M. A. 
was up for discussion and carried over to the next meeting. It seems as 
though two or three members of the Association have been bidding against 
each other for certain small productions. The Purchasing Department* of the 
I. P. M. A. would take care of this situation and would tend to eliminate the 
bonus which is being paid by the small refinery at the present time. Mr. James 
went into this situation in detail and gave some very concrete examples of how 
the Purchasing Agency of the Mid-Continent Field Organization had saved their 
members thousands of dollars. 

Apparently no definite action was taken on this matter until the 
spring of 1918. On May 18, 1918, the secretary wrote to at least 
six of the small refiners as follows : 

At a meeting of the Independent Refiners held yesterday it was mutually 
agreed to furnish the undersigned with the names of the companies from whom 
they are now purchasing crude oil, togetiier with the dates of expiration of 
contract held. This will be of benefit to you in that each refiner will be ad- 
vised of oils now under contract to other refiners and as contracts are to 
expire conferences may be held as a means to prevent the payment of the 
exorbitant bonuses now exacted, as well as to promote more cordial relations 
between Independent Refiners. 
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This arrangement clearly indicates the intention on the part of 
the association members to eliminate competitive bidding if possible, 
but it is impossible to estimate to what extent this agreement affected 
actual prices paid for crude petroleum in southern California. 

Section 6. Bestriction of competition and price agreements. 

Kelation of the association to price agreements. — Most of the 
cooperative activities of the members of the Independent Petroleum 
Marketers' Association since September 22, 1915, appear to have been 
devoted to agreeing upon and maintaining prices ; but the association 
members did not want the record of such activities to appear as 
the action of the association. The association minutes of the meeting 
of February 2, 1915, contain the following resolution introduced by 
Mr. Bacigaiupi: 

Whereas, this Association was organized for the purpose of creating good 
fellowship among the members thereof, and 

V^hereas, there has been a tendency among some of the members of the 
Association to talk price and combinations, and 

Whereas, there is a Federal and State law against combinations in restraint 
to trade, and 

Whereas, this Association was organized solely for the uplift and betterment 
of the refining and marketing of refining [refined] products and good fellowship 
amongst ourselves, and 

Whereas, it is the desire of the members of this Association to avoid doing 
anything in conflict with the laws of the State of California and of the United 
States. 

Now, therefore, be it 

Resolved, that this organization, as a body, refrain from talking prices or 
combinations at any of the Association meetings and that the President of this 
Association be empowered to forbid any discussion or references in any way 
pertaining to prices or combinations in restraint of trade at any of the meetings 
of this Association. 

It was ihoved by Mr. Fleisher and seconded by Mr. Kellogg that the reso- 
lution be adopted. The motion was carried. 

The official minutes of the association are particularly free from 
any reference to price agreements. The secretary and manager of 
the association, H. H. Maxson, stated that the memoranda re- 
garding price activities that had oeen found in the files of the Union 
Uil Co. covered matters happening after the association meetings 
had adjourned. 

Nature of cjooperative activity. — The members of the associa- 
tion interested in the sale of the various refined petroleum products 
met from time to time to discuss sales policies and price mainte- 
nance. The market prices of gasoline and engine distillate which 
they attempted to maintain were those named by the Standard Oil 
Co. Most of their agreements related to gasoline and engine dis- 
tillate, but they were quite active in establishing and maintaining 
the prices of stove and furnace distillate. Before any uniform price 
agreement could be made to follow the prices of the large com- 
panies, it was necessary to make the marketing policies of the mem- 
bers of the association practically uniform with those of the large 
marketing companies, llie secretary of the association, H. H. 
Maxson, m the association's annual report of February 9, 1916, char- 
acterized this stage of the development of the association as follows : 

From this date one year ago begins what I have termed thei period of 
Harmonizing. There were sixteen Independent marketers of petroleum prod- 
ucts competing for the business on the basis of the lowest-figure-gets-the or- 
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der, often without regard for the quality of his goods, and frequently through 
some mysterious service of information that " so and so " was slashing prices. 
Naturally these gentlemen were more or less suspicious of one another, and 
until they had gained confidence in each other Harmony refused to abide. 

Competitive conditions during 1913-1915. — During 1913 and 
1914 and in the first six months of 1915 there was a price war on 
the Pacific coast. A number of new refining companies were organ- 
ized in California during the flush production of crude petroleum 
in that State. The retail price of gasoline declined 3J to 4J cents 
per gallon at the principal marketing centers of the Pacific coast 
territory during 1914 and the first half of 1915. The Standard Oil 
Co. reduced the retail price in Los Angeles and San Francisco to 
$0.11 per gallon in July, 1915. This was the lowest price during 
the period and it was charged that this company intended to cut 
prices to a point that would eliminate the smaller refiners from the 
business. On September 17, 1915, the president of one of the small 
refining companies wrote to a stockholder of his company as follows: 

It seems to be the puri)ose of the Standard Oil Company to ruin all the 
independent concerns on this coast, and so far as our companies are con- 
cerned, have succeeded in making it very difficult for us to exist. We have 
operated our refinery the past two years at a loss, and the price of our crude 
oil at present brings only half what it formerly brought. 

The situation of the small marketers during this period was de- 
scribed as follows by H. H. Maxson, secretary of the Independent 
Petroleum Marketers' Association, in a letter dated February 24, 
1920, to Allen H. Wright, a press correspondent at San Diego, Calif. : 

The year 1915 found the oil business in California from the standpoint of 
a profitable industry at the ebb of its existence, with an over production of 
crude oil, which the cut-throat competition then prevailing between the Inde- 
pendent Marketers who were thereby placed at the mercy of the Standard, 
forced the gasoline market down to 11^ per gal. retail, thus causing two of 
the oldest refineries, namely, Southern Oil Refining Co. and the Service Oil 
& Asphalt Co., to suspend operations. Subsequently the equipment of these 
two refineries was junked. 

Others struggled along until the cooperative spirit of the organization 
brought order out of chaos and eventually gave the Independent that stand- 
ing which invited and secured the respect of their one big competitor, as 
weU as impressed on the public that there were many reputable and well 
established brands of petroleum products on this market. 

What made the existence of the weak independents possible dur- 
ing this period of sharp competition was the supply of crude petro- 
leum from near-by oil fields and the low tank-car freight rate on 
tops, i. e., unfinished naphtha distillate, which was the same as the 
rate on crude petroleum. Following this period of keen competi- 
tion the members of the Independent Petroleum Marketers' Asso- 
ciation attempted to improve business conditions through agree- 
ments which related principally to prices, trade classification, and 
marketing territory. 

Nature or price arrangements. — ^Perhaps the most difficult 
practice to adjust to a uniform basis was that of granting price 
concessions from the market price. Constant vigilance was neces- 
sary in order to keep the various tvpes of differentials uniform. 
Frequently after an agreement on the differentials to be allowed 
was reached certain companies would allow cash discounts, sell 
coupon books at a discount, or sell at a greater differential than 
that agreed upon. On September 13, 1916, the secretary of the 
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association wrote the following to the San Bernardino Valley Oil 
Co., which indicates the attitude of the association toward dis- 
counted coupon books: 

Regarding discounted books, there were a few books sold at a discount 
several months ago, but in view of this being considered price-cutting and 
contrary to the policy of this organization, this has long since been dis- 
continued. 

Defining price territorial boundaries was a step in equalizing 
prices which accompanied the harmonizing of marketing policies 
(see p. 111). The same type of customer in different territories had 
to be charged prices in relation to freight rates or other transpor- 
tation costs. The problem was to make the territorial prices the 
same for all the members of the association. The solution was not 
very difficult for the Independent Petroleum Marketers Associa- 
tion, because most of the activities of the small companies were 
limited to the Los Angeles territory. 

Price understanding or September 22, 1915. — ^At an informal 
meeting of the association held September 22, 1915, 'Hhe well- 
founded rumor of the advance in the market was discussed, and in 
view of such advance it was deemed an opportune time to adjust 
all differentials to precisely the same basis throughout your list of 
customers." It was also the sense of the meeting that "all market 
changes" should "take place simultaneously." (See Exhibit 21, 
p. 218.) Although not a member of the association, on the following 
day, September 23, J. L. Quinn, the Los Angeles district sales manager 
of the Standard Oil Co., reported the substance of this meting to 
H. T. Harper, the company's general sales manager. On September 
23, 1915, the Standard Oil Co. announced an advance in the price 
of gasoline of 1 cent per gallon in all of the principal markets of 
the Pacific coast territory. On September 23, 1915, J. L. Quinn 
wrote H. T. Harper as follows regarding the attitude of the associa- 
tion members toward this price advance : 

Upon the advance in prices today of our Naphtha Products we find that all 
companies have foUowed our price signs and several of the members of the 
Independent Petroleum Marketers Association have telephoned me this morn- 
ing to voice their approval of this advance and indicate to me that they were 
going td show our company now that they intend to he fair competition 
[competitors]. 

In an article dated September 25, 1915, which appeared in the Oil 
and Gas Journal of September 30, 1915, C. H. (jilman, California 
correspondent of that publication, made the following statement in 
regard to this same price advance : 

Gasoline prices in Los Angeles have been generally adopted to conform to the 
recent schedule established by the Standard Oil Co. — ^12 cents per gaAon. There 
is said to exist perfect harmony between that company and the Independent 
Marketers Association and no disposition to cut or retain the old prices. 

C. H. GKlman is vice pjresident and director of the Hurley-Smith 
Co,, of Los Angeles, which had been a member of the association 
since February, 1915. In an article dated October 24, 1915, C. H. 
Oilman stated : 

It is reported by the Independent Marketers Association that the business 
has resolved itself into a general understanding between themselves and the 
Standard and Union, and so far as known, one firm, the American Oil Co., with 
a very few stations, is the only company showing any disposition to cut rates. 



114 PACIFIC COAST PETROLEUM INDUSTRY. 

At the time the above article was written gasoline had been 
advanced an additional cent per gallon, there having been a simul- 
taneous increase of this amount by all the marketing companies at 
the princijpal cities on the Pacific coast on October 5, 1915. 

From September 22, 1915, to April 6, 1916, the retail price of 
gasoline had been advanced eight times, and the association followed 
these price advances as near as it was able to keep its members in 
line. In his monthly sales report for September, 1916, J. L. Quinn, 
the Los Angeles district sales manager of the Standard, reported 
as follows on the condition of the company's business for the month: 

Prices have been extremely chaotic, but there is a movement on foot among 
the Independent Petroleum Marketers Association to stabilize their prices 
In harmony with Standard Oil Company prices, which if accomplished will 
enable us to secure a large volume of business which heretofore went to 
competitors. 

Price understanding of September 21, 1916. — ^Prices had been 
advanced so rapidly that some of the small companies could not 
resist the temptetion to increase their gallonage by selling at less 
than the prices of the Standard Oil Co. This situation brought the 
Union Oil Co. into the Independent Petroleum Marketers' Associa- 
tion to help stabilize prices. C. W. Ealph, manager of stations of 
the Union Oil Co., wrote, under date of September 19, 1916, the 
following memorandum regarding the Independent Petroleum Mar- 
keters' .A^ociation, to W. L. Standard, of the same company : 

Please do everything possible to interest the official of the above Association 
in bringing in and lining up the price cutters who are members of the Asso- 
ciation. History wiU certainly repeat itself if some of these members con- 
tinue to sell gasoline at 3^ off, and as good business men they should certainly 
realize and appreciate the low markets we had to contend with a year ago, 
and a disposition on the part of our competitors to be fair and to maintain 
prices should certainly have its effect on the officials of the S. O. Co.* Surely 
we should aU be willing to accept less gallonage at a fair price than to increase 
our sales at a much lower price. 

The disastrous times which the Eastern jobbers passed through a year ago 
(and which has been clearly set forth in the National Petroleum News) was 
chargeable from the Gov't investigation to the slashing of prices on the part 
of the smaller independents. The S. O. Co.' finally retaliated by reducing the 
markets to below cost. 

There is no justification on the part of local concerns to continue this slash- 
ing of gasoline prices, and there will be but one result, and that is a lowering 
of the market, so with this in view we should do everything possible to line 
up these cutters. 

Will you kindly make it a point to let us have a report following each meet- 
ing you attend. 

There was a meeting of the association on September 20, 1916, at 
which price cutting was discussed but no agreement was reached, 
but on September 21, 1916, according to memorandum of the secre- 
tary, an informal meeting was held " at which the consensus of opin- 
ion lavored the following business policies " : 

NO. 1 ENGINE DISTILLATE TO BETAIL TBADE. 

The wholesale price of engine distillate accorded only to bona fide re-sellers 
of same will be from this date, no less than 8i^ per gal. delivered, or 1^ below 
the retail market. 



* standard Oil Co. (California). 
'Standard Oil Co. (Indiana). 



PACIFIC COAST PETROLEUM INDUSTRY. 115 

OASOUNE TO BETAH. TBADE. 

All new business will be quoted and sold on a 2^ differential which at the 
present retail market 19^ makes the wholesale price 17^. 

All old business conflicting with this price, with the exception of such as is 
controlled by existing contracts extending beyond Oct. Ist, 1916, will be notified 
immediately that on and after Oct. 1, the wholesale price will be as above 
noted. 

The Secy of the Assn will be supplied with the names of these customers now 
holding such contracts and the dates same will expire. This information to 
be confidential and only for use of the Secy in explaining any misunderstand- 
ing that might arise. At the expiration of said contracts all prices to be as 
hereinbefore stipulated. 

PASADENA AVENUE SITUATION. 

The Union Oil Co. and Wilshire Oil Co. with the cooperation of other market- 
ers, on Sept. 22nd will clear up and stabilize conditions now threatening dis- 
ruption of retail market on Pasadena Ave. 

OTHKB BBTAIL TKADB. 

All marketers will immediately furnish the Secy of the Assn. with the names 
of all retailers they now supply who are advertising and selling gasoline at 
less than the retail market. Also any others they may have in mind. 

The above prices were identical with those of the Standard Oil Co., 
except for engine distillate, in which case the Standard's differential 
was one-half cent per gallon instead of 1 cent. A report of the above 
meeting, September 21, 1916, made by W. L. Standard, of the Union 
Oil Co., to C W. Ralph, manager of stations of that company, states: 

It was then finally agreed that all members of the Independent Petroleum 
Marketers Association would leave the equipment deal to be handled entirely 
by the Standard Oil CJo. and ourselves. 

The report of J. L. Quinn, district sales manager of the Standard 
Oil Co.. for October, 1916, shows that the association members were 
stabilizing their prices in the garage and filling station trade, but that 
there was considerable competition for the commercial car trade, as 
shown by the following excerpt : 

Made a slight gain during the month due to the majority of the members of 
the Independent Petroleum Marketers Association stabilizing their prices in the 
garage and filling station trade. There is a large gallonage going to compet- 
itors at 2^ off the prevailing list price to the commercial car trade. However, 
the market looks to be more stable than it has been for some time. 

The Standard Oil Co. allowed a differential of only 1 cent per 
gallon to the commercial car trade. 

A memorandum of a meeting held October 4, 1916, stated that 
"All 16-cent price quotations vanished on October 1, excepting the 
bona-fide contracts." ( See Exhibit 22, p. 219. ) During the latter part 
of September lists of all resellers in Los Angeles and vicinity who were 
selling "under the market price of 19 cents" were sent in to the 
secretary of the association, and an association memorandum of a 
meeting held October 26, 1916, states : 

In checking over the list of 18^ signs we find that practically half of the 
69, 18^ signs have been eliminated since the 1st of October. This shows a very 
decided improvement in the general marketing conditions. 

On December 2, 1916, the retail price of gasoline in Los Angeles 
was advanced to $0.20 per gallon. There was no further increase 
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until August 9, 1918, which was authorized hj the United States 
Fuel Administration on account of an advance m freight rates. 

Proposed agreement of January 5, 1917. — ^Apparently there was 
price cutting following this advance to $0.20 per gallon on December 
2, 1916, for a memorandiun of a meeting held January 3, 1917, states: 

There was very little happened at the meeting until Mr. Jordan of the 
Jordan Oil Co. exploded his bomb shell. Mr. Jordan stated that when he came 
into the Association, it was with the understanding that the cut price condition 
was going to be cleaned up and that he had cleaned his up and as a result 
had lost ten out of fourteen customers. Mr. Jordan stated that it was all very 
nice to get together and talk over the situation, but that so far as he could see 
it was a chair warming proposition and that very little good resulted from it, 
also that unless there was some definite action taken on the price cutting propo- 
sition and that the Association get together and pull together that he was 
through with it for all time and that it was his intention to market his gaso- 
line at the best figure he could secure disregarding any other condition. 

Mr. Jordan gave the Association until the next meeting which will be 
Wednesday Jan. 10th to clear up the cut price situation. 

A memorandum from the association files dated January 5, 1917, 
which was sent to 13 association members, stated that (see Ex- 
hibit 23, p. 220) : 

Gasoline marketers from Jan. 15, 1917, will refuse to sell any customer who 
wiU not display the retail market price sign. 

Will furnish no peddler who will resell at a greater differential than 2i or 
who permits the retailer to display signs under tie retaU prices. 

As contracts expire they will not be renewed except at 2^ below the current 
market price at time of delivery. 

Any retailer who elects to haul his own or associates gasoline will be charged 
the regular 2^ differential at refiners tanks. 

H. H. Maxson, secretary of the association, informed the Commis- 
sion at a hearing held October 7, 1921, that the above memorandum 
was sent out on his own initiative, "with the idea of stabilizing con- 
ditions to some extent" but without any obligation on the part of 
the members to execute the same. However, neither the directors nor 
members of the association criticized the secretary for having sent out 
this memorandum (see p. 186). 

Agi^ement or January 10, 1917. — As shown in Exhibits 24 and 25, 
at a meeting of the association on January 10, 1917, it was agreed 
that none of the members would sell to the Five Mile House on 
El Monte Road unless a 20-cent sign was displayed. On Janu- 
ary 12, 1917, a formal black list, effective for 60 days, and including 
amon^ others the Five Mile House, was issued by the association; 
and within less than a week the Five Mile House displayed a 20-cent 
sign. A memorandum of a meeting held January 17, 1917 (see 
Exhibit 26, p. 222), states: 

As long as the El Monte Road Five Mile House is now displaying a 20^ sign. 
the Wilshire, Standard Oil Co. and Union wiU start in to clean up the 20^ signs 
at Alhambra, South Pasadena and Pasadena. This situation ought to be cleaned 
up very nicely within the next few days. 

In a statement submitted to the Commission the Standard Oil Co. 
states (see p. 177) : 

The company denies that it was in any way concerned in any agreement with 
reference to prices in the sections above mentioned. 

But the alleged intention on the part of the companies mentioned to 
" clean up the 20-cent signs," did not refer to an agreement on prices: 



PACIFIC COAST PETROLEUM INDUSTRY. 117 

it referred instead to cooperation in bringing pressure on retail price 
cutters, as in the case of the El Monte Eoad Five Mile House. 

The Jordan. Oil Co. remained a member of the association until 
August, 1917, when, again becoming dissatisfied, it withdrew its 
membership. In describing Mr. Jordan's withdrawal W. L. Stand- 
ard, in a memorandum dated August 22, 1917, stated: 

Mr. Jordan te very friendly but states that in his opinion the Association has 
failed in Its endeavor to accom'plish a better marketing condition in the City of 
Los Angieles. While Mr. Jordan admits that the Association has been of wonder- 
ful benefit up until a month ago, he feels that it is necessary for him to meet 
<(>nii)etition, and doing such he cannot be a member of the Association. 

Evidently some of the small refiners in the vicinity of Los Angeles 
were willing to sell their gasoline at less than the market price during 
the greater part of 1917, as the association was unable to induce all 
of its members to maintain the open market price. (See Exhibits 27 
to 32.) Much of the difficulty in maintaining prices at this time, as 
shown by the memoranda rejferred to above, was due to the growth 
of the use of the coupon system of selling gasoline at a reduced price. 
(See Exhibit 29.) The coupon system was used especially by the 
larger companies (see p. 54) ; therefore the small companies that did 
not want to adopt it were forced to openly cut the price agreed upon 
to meet competition, as shown by the extract from the annual report 
of the secretary for the year 1917 : 

Tlie unfortunate condition of the gasoline market due to the growth of the 
coupon system, has made it especially difficult to hold the organization together 
during the past year. The smaller companies, not wishing to install coupon 
systems to meet this method of competition have in many instances encouraged 
the display of cut price signs with the usual resulting unstable condition of the 
market Though this office has redeemed over 18,000 in Association coupons 
an increase of$6,010.00 over the previous year, only three members have availed 
themselves of the use of this privilege which would save the considerable ex- 
pense and annoyance not exi)erienced in the use of individual coupons, which 
In most cases are good only at their owd stations. 

Control of Fuel Adisiinistration. — ^After the 1st of May, 1918, 
the petroleum war service committee of the United States Fuel Ad- 
ministration stabilized prices of both crude petroleum and refined 
products. On August 7, 1918, J. L. Quinn, district sales manager 
of the Standard Oil Co., wrote a letter to W. S. Miller, one of the 
company's directors, in which he stated : 

The Independent Petroleum Marketers Association at their meeting today 
discussed the possibility of clearing up the Los Angeles situation by wiring 
Mr. Requa if he would not issue orders regulating the marketing companies 
in Los Angeles on the basis of selling gasoline at 24 off, and 14 off on distillate, 
to retailers less 2% for cash and list to all other classes of trade less 2% for cash. 

The discussion before this meeting was based on an article appearing in the 
National Petroleum News of July 31, 1918, page 19, known as the Shreveport 
Report, as well as their knowledge that Mr. Requa was considering the Los 
Angeles condition at this time. 

The Shreveport ruling of the oil division of the United States Fuel 
Administration referred to was as follows : ® 

Pending the issuance of a general order you are directed as follows: Make 
no allowance to retailers on gasoline or kerosene exceeding one cent per gallon. 
Make no drayage allowance to consignors on drum or fuel shipments. No per- 
manent equipment shall be given or loaned, and sale or rental must be on a fair 

'National Petroleum News, July 31, 1918, p. 19. 
80771 **— 22 9 
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value. Give no premiums, secret fees or rebates. Coupon books (if sold) not 
more than 2 per cent discount for cash. Neither buy nor rent premises nor 
equipment from existing retailers. Furnish retailers no employees. Pay re- 
tailers no salaries or commission. 

On August 15, 1918, W. S. Miller replied to J. L. Quinn's letter of 
August 7, in which he said : 

The Los Angeles refineries have been clamoring for a higher price on gasoline. 
The Independent Petroleum Marketers Association could without doubt clear up 
the situation and if it were called to Mr. Requa's attention he would probably 
issue an order clearing it up. Some of our people here have felt that under 
the circumstances our company ought to take notice of this Los Angeles situa- 
tion and meet aU competition. Do you think the Independent Petroleum 
Marketers Association would be pleased to have the Standard Oil Company do 
this? Of course, this would be something that we would not wish to do, still such 
action mi^t have to be taken. 

I do not think it would be advisable to take this up with the Association, but 
if you should happen to meet one of them you might talk to him about it. 

In a statement submitted to the Commission the Standard Oil Co. 
stated that at that time the Standard was under the control of the 
United States Fuel Administration and that it made no changes in 
prices unless "directed and authorized by the Fuel Administration,'' 
and that (see p. 177) : 

Mr. MiUer's suggestion to Mr. Quinn therefore was prompted solely by the 
fact that if the prices at which the company was selling its product, which 
had the approval of the Fuel Administration and which the company could 
not change without the approval of the Fuel Administration, were prices not 
to be accepted by the company's competitors, then the company was warranted 
in seeking the Fuel Administration and requesting authority to lower its 
prices in order to meet competition. 

Agreements in May, 1919. — In the Spring of 1919 there were re- 
newed signs of an effort to get the prices of allmembers of the associa- 
tion equalized to the Standard Oil Co. prices in preparation for a gen- 
eral market advance. The prices charged by the (fifferent companies 
were probably a little out of line here and there. In order to obtain 
uniform prices the Independent Petroleum Marketers' Association 
issued a price list effective May 5,. 1919, covering gasoline, engine 
distillate, and kerosene, which named a price for each class of cus- 
tomers. On May 8, 1919, a " confidential " memorandum was sent out 
by the association which contained a list of " bona fide gasoline ped- 
dlers," and which was also to apply to the Standard Oil Co. stations. 
as shown by the following paragraph : 

Beginning immediately all customers, unless in possession of a reseller's 
license, buying at commercial stations including Union Oil and Standard Oil 
Stations, will be charged the minimum prices of 191 cents net per gallon for 
gasoline and 13 cents net per gallon for Engine Distillate. 

There were memoranda issued at this time which named prices, 
classified customers^ and gave a list of 20 peddlers and stated that 
" no new peddlers will be reco^ized." (See Exhibits 33 to 35.) 

On May 8, 1919, J. L. Qumn wrote H. D. Collier, sales manager 
of the refined oils and naphtha division of the Standard Oil Co., 
summarizing the agreement quoted above, figures and all, in a manner 
so detailed and exact as to show that he must have had a copy of 
the agreement. In referring to peddlers, Mr. Quinn wrote (see 
Exhibit 35, p. 229) : 
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The price to peddlers in their own tank wagons at refining tanks is 17^0 per 
gallon for gasoline, and the list for peddlers was closed yesterday at noon 
so that no new peddlers would be created. 

In a statement submitted bv the Standard- Oil Co.. the f ollowine 
explanation is made of its relation to this agreement (see p. 178) : 

The information in this particular case came to the company unsolicited 
and was passed along to the general office as a matter of information only. 
It in no way affected the company's prices or its policies and the company's 
prices continued to be the El Segundo refinery base prices. 

An advance in the price of the lighter grades of crude petroleum 
was made on June 10, 1919, and on the same day the price of gasoline 
was advanced 1 cent per gallon throughout the Pacific coast terri- 
tory ; this made the pnce $0,215 per gallon in Los Angeles. A short- 
age of gasoline developed in the Pacific coast territory in the latter 
part of 1919, and there was no difficulty in maintaining prices. 

Price advances in 1920. — ^The gasoline shortage which began in 
the fall of 1919 continued throughout the first three quarters oi 1920. 
During this time there were continued efforts on the part of the 
Independent refiners to obtain advances in the price oi gasoline. On 
February 26, 1920, F. C. Van Deinse, vice president and general man- 
ager of the Ventura Refining Co., wrote A. E. Boynton, secretary of 
the Oak Bidge Oil Co., as follows : 

While an advance in the price of refined products has been agitated by several 
of the independent refiners, they have as yet been unable to agree upon a new 
schedule, and there appears to be considerable doubt as to whether the Stand- 
ard Oil Company Would be willing to join in any advance at this time. 

The next gasoline price advance was made by the Standard Oil Co. 
on March 17, 1920, when the Los Angeles price was increased from 
$0,215 to $0,235 per gallon. This advance was simultaneously made 
by the members of the association, and it was comparatively easy to 
maintain the new price on account of the actual shortage ox gasoline 
in the summer of 1920. Some of the small refiners claimed that this 
advance was not commensurate with the advances in the price of the 
lighter grades of crude petroleum which had occurred since the be- 
ginning of the year. The following extract from a letter written 
by H. S. Botsford, manager of the Puente Oil Co., to C. H. Schlacks, 
president of Union Oil Co. (Delaware), under date of March 31, 
1920, shows the attitude of the small refiners at this time : 

The close of the first quarter finds us with a shortage of all refined stocks 
and with no ^mde stocks in store at the old price. With the two advances 
in crude since February first, a total of 76^ x>er barrel on our 30 gravity pro- 
duction, we have had, as you know, only two cents advance in the price of 
gasoline. Consequently our oi)erations from this on will probably show no 
profit, if Indeed not an actual loss." 

Other small refiners complained that the prices of the lighter 
grades of crude petroleum had been advanced to such a point that 
there was no profit in refining operations. 

The Standard Oil Co., however, was generally condemned bv the 
consumer for making this advance in the price of gasoline on March 
17, 1920, as well as for initiating price advances in the past. For 
these reasons, apparently, when the next advance in price occurred, 
the Standard Oil Co. did not take the lead. The Union Oil Co. an- 
nounced on July 28, 1920, an increase from $0T235 to $0.25 per gallon 
and on August 4, 1920, another increase from $0.25 to $0.27 per gallon 
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in Los Angeles. The Standard Oil Co. followed these advances on 
August 6, by increasing its prices from $0,235 to $0.27 per gallon. 
This was the first time during the period 1914^1920 that the prices 
of all the large marketers were not changed simultaneously in the 
Los Angeles market. The Oil and Gas Journal commented on this 
price advance in its issue of August 13, 1920, page 44, as follows : 

Effective August 4, the Union Oil Co. of California advanced the price of 
gasoUne from 25 to 27 cents a gaUon with the pubUshed announcement that 
the injporting of additional supplies from the Eastern fields make it absolutely 
essential to increase the price. Following this lead, all members of the Inde- 
pendent Marketers Association at a meeting held Wednesday, decided to raise 
the price to the same standard. The Standard Oil Co. today (August 6) 
met the price of 27 cents in Los Angeles and San Francisco. 

Every previous advance during the past has been established by the Standard, 
which, as a natural result, has stood the brunt of criticism on the part of the 
press and the public. 

The foUowingletter dated August 10, 1920, from C. S. Beesemyer, 
of the Gilmore l^etroleum Co., to E. B. Gilmore, the president of the 
company, substantiates the Oil and Gas Journal report : 

As you probably already know the Standard Oil Company boosted their price 
on Gasoline to twenty-seven cents following the Union's advance and all Inde- 
pendents have advanced likewise with the exception of tlie Wilshire Oil Com- 
pany and they boosted their price to thirty-two cents. 

A synopsis of the price situation is contained in the following letter 
dated August 9, 1920, from John Otis Haley, of the Pacific American 
Petroleum Co., to H. H. Maxson, secretary of the Independent Petro- 
leum Marketers' Association : 

The writer has been advised that the Purity Station which is at the corner 
of Ninth and Santa Fe Avenue of this city, is selling their high grade product 
at 26i(* per gallon retail and maintains signs to this effect. 

If this is the case you no doubt are aware of the fact that this price is iC 
under the standard retail market price. It was just this sort of irritation that 
caused the Standard Oil Company considerable anxiety some two years ago 
when the Western Refinery retailed their Crystal Gasoline anywhere from 18ic 
to 19i(* per gallon when the regular standard market price was 20i<^ per gallon 
or thereabouts, also other companies were selling it for less than the standard 
price. 

At a later date some bright minded person conceived the idea that by charging 
the regular standard market price for their gasoline that it meant harmony 
amongst the oil family and also at the end of the month more money was accu- 
mulated on the right side. 

This is only notice to the public that the recent raised price for gasoline by 
the Standard Oil Company to 27^ is more than it should be because they (The 
Western Refinery) are in a position to deliver City Specification Gasoline for 
26^^ per gallon, therefore why should the Standard Oil Compiftiy charge 27< 
per gallon, and on the other hand the Wilshire Oil Company as I noticed this 
morning, at their stations are asking 32^ per gallon for gas. This is a credit 
for the Wilshire Oil Company, but it is anything but a credit to the Western 
Refinery for asking less than the standard market price for their gasoline pro- 
viding this is the case. 

It is the writer's opinion that the market price on gasoline should be 30<J per 
gallon to be in harmony with other prevailing prices ; this could be accomplished 
very easily if the independent refiners would take the initiative as the Wilshire 
Oil Company has, but if the Purity Station or other stations would advertise 
gasoline at 26^^ per gallon this end would be difficult to accomplish. 

We are always willing to raise our prices as high as the next independent 
refiner, also are willing at all times to donate for good cause to help out such 
conditions. 

Trusting that you will take this matter up with the Western Refinery as you 
know the personals, and that they will understand the matter in the right 
spirit. 



PACIFIC COAST PETROLEUM INDUSTRY. 121 

. It is the writer's intention to do everything possible to keep prices at least 
up to the standaitl. 

Kindly treat this matter singly and do not mention the fact to other com- 
panies. 

There has always been considerable complaint about price cutting 
under the Standard Oil Co. prices in Los Angeles and vicinity by 
members of the association who checked up on each others' activities. 
On the whole, however, the association members have lived up to the 
Standard Oil Co. price rather closely. The Los Angeles market was 
so important that the large marketers were not willing to abandon it 
to the small independents, and they were unable to advance prices 
unless uniform prices were being charged^ without losing gallonage. 

Agreements on city bids. — Memoranda of association meetings 
show that the association members reached an agreement among 
themselves as to what bids would be made in supposedly comj^etitivo 
sales. A memorandum of a meeting held December 20, 1916, states : 

The question of the Los Angeles City specifications came up for discussion. 
It was agreed that only four Refiners were going to bid on the contract cover- 
ing the City Requirements for 1917, the S. O. Co., the U. O. Co., California Oil 
and Asphalt and the Western Oil Co. It was agreed that all should hid 1^ 
off open tank wagon market price at time and place of delivery. 

The above refers to bids that were to be made on specification 155, 
for the city of Los Angeles. Bids were received December 22, 1916, 
from three companies, as follows (see Exhibit 36, p. 230) : 

The Union Oil Company quoted on gasoline, in tank wagon delivery or 
drums, 10^ per gallon, which was 14 less than the retail market price. The 
Standard Oil Company and Western Oil Company quoted 1^ less than retail 
market price, not specifying any amount. The city Attorney ruled that bid 
of this kind was not legal and all bids were rejected by the City Council at 
its meeting of January 17, 1917. 

• 

On the same day, January 17, 1917, the following action was taken 
at a meeting of the association, as shown by the following excerpt 
from a memorandmn of that meeting : 

The question of the new bids for the City of Los Angeles was taken up for 
discussion. The new request calls for a flat price on all refined oils for a period 
of six months. All parties who will bid on these new requirements will bid 
the same as last time namely 1^ off the open tank \A'agon market price at time 
and place of delivery. 

According to information furnished by the city purchasing agent 
(see Exhibit 36, p. 230) : . 

The same firms quoted in the same manner and bids were again rejected 
and the Purchasing Agent instructed to issue regular purchase orders for 
supply at the best price obtainable. 

Gasoline was purchased at 19^ per gallon during the months of January, 
February, March, April and May, and at 18^ per gallon during the remainder 
of the year. 

Both of the memoranda of meetings of the association named the 
Standard Oil Co. as one of the companies that would bid on these 
requirements and the price that they would bid. On December 20, 
1916, the day of the first association meeting, J. L. Quinn, Los 
Angeles sales manager of the Standard Oil Co., wired the home office 
as lollows : 

The city's yearly requirements as follows: 200,000 gallons gasoUne; 25,000 
gallons distillate ; 5,000 gallons coal oil. Would recommend bidding 1 cent off 
the prevailing market price at date of delivery on all three products. Will 
you Ivindly get this bid in tonight's mail. 
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J. L. Quinn was instructed by wire to submit bids on basis of 1 
cent off the market price. (See Exhibit 2, p. 176.) 

Agreements co\^ering fuel oil, gas oil, and distillate. — The 
chief activities of the Independent Petroleum Marketers' Association 
were devoted to the maintenance of uniform ^soline and engine dis- 
tillate prices. Efforts were also made to maintain the Standard Oil 
Co.'s market price on all other petroleum products. The association 
attempted to harmonize marketing conditions in the sale of fuel oil 
and to this end organized a fuel oil section of the association, but as 
little was accomplished apparently it was disbanded in March, 1918. 

Evidence of an agreement among members of the Independent 
Petroleum Marketers' Association to fix the price of gas oil is con- 
tained in the following extract from a confidential memorandum, 
dated January 23, 1919. (See Exhibit 37, p. 231.) 

Discussed Gas Oil situation with a number of interested parties, those 
present were the G. P. Co. Puente OU Co., Wilshire Oil Co., Richfield Oil Co., 
Ventura Refining Co., and California Oil and Asphalt Company. Those absent 
were the Vernon Oil Refining Co. and the Golden State Refining Company. It 
was agreed that no price should be quoted either Tarr & McComb or Mr. 
Roseberg other than 6^0 tank cars f. o. b. Refinery on Gas Oil. This od 
account of the irresponsibility of the two parties in question as to the mainte- 
nance of prices. These two people have been canvassing the refiners to secure 
a contract on Gas Oil. The Vernon Oil Co. are members of our organization 
and we believe that they will agree to the above. This wiU be taken up with 
them through the Association. This will also be done in the case of the 
Golden State Refining Company and it may be that they will not fall into line. 
However, their production is so limited that they could be ignored if necessarj'. 

It was further agreed that all interested would quote legitimate jobbers at 
6H or 6^^ direct to, the consumer. The question was discussed as to exactly 
what was meant by a jobber or reseller and each of the Oil Companies present 
agreed to make a list of their customers who were entitled to the 5f^ price. 
Such a list was prepared and we will receive copy within the next few dayp. 
It was impossible to reach an agreement that the one price of 6i0 should pre- 
vail to all purchasers. All cooperative Farm Associations are classed as re- 
sellers providing they do sell direct to their own members. 

H. H. Maxson, secretary of the association, informed the Commis- 
sion at a hearing held October 7, 1921, that stove and furnace dis- 
tillate price lists of the Diamond Oil Co. were distributed by the 
association " as a guide for others in the same line of business, or for 
their information " ; and that the price list of the Diamond Oil Co. 
was distributed because the Standard Oil Co. does not sell these two 
commodities in the Los Angeles territory. (See p. 192.) The price 
list of January 15, 1917, named a price of $0,045 per gallon for bulk 
deliveries for stove distillate and $0.0375 for furnace distillate. (See 
Exhibit 38.) Other association price lists showing advances in 
price were issued September 1 and December 1, 1917, May 6 and Oc- 
tober 14, 1918, and February 20, 1920. This last price list, shown 
in Exhibit 38, shows that stove distillate in bulk deliveries was 
$0,085 and furnace distillate $0,075 per gallon. 

Section 6. Belations between large marketing companies and the Asso- 
ciation. 

Relations between Standard and Association. — ^As already 
stated, there was keen competition among the California marketing 
companies, particularly in the sale of gasoline and engine distillate, 
from 1913 to the latter part of 1915. By the fall of 1915 it was 
alleged that the Standard Oil Co. was endeavoring to cut prices 
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to a point that would eliminate the smaller refiners from the market- 
ing business. The president of a company which was a member of 
the Independent Petroleum Marketers^ Association, -wrote on Sep- 
tember 17, 1915, to one of his stockholders as follows: 

It seem»to be the purpose of the Standard Oil Co: to ruin aU the independent 
concerns on this coast and, so far as our companies are concerned, have suc- 
ceeded In making it very difficult for us to exist. 

At a meeting of the association held on September 22, 1915, " the 
well-founded rumor of the advance in the market was discussed, 
and in view of such advance it was deemed an opportune time to 
adjust all differentials to precisely the same basis throughout your 
list of customers." It was the sense of this meeting that "all market 
<}hanges" should "take place simultaneously." The following day, 
September 23, 1915, the Standard Oil Co. advanced the price of 
gasoline. The Standard was fuUj advised by J. L. Quinn, its Los 
Angeles sales manager, of the action taken by the association mem- 
bers on September 22. J. L. Quinn was also familiar with the dis- 
cussion that took place at this meeting, as is shown by the following 
•excerpt from a letter written to H. T. Harper September 23, 1915 : 

I understand after a great deal of discussion the three first paragraphs were 
agreed upon as a basis to worlc out from under the chaotic condition and elimi- 
nate as far as the members of this organization were concerned the evils tliat 
have caused disconstructive [destructive] competition which has existed here 
for the past three or four years. 

The attitude of the members of the association toward the Stand- 
ard is indicated by the following paragraph from J. L. Quinn's 
letter of September 23, 1915 : 

Upon the advance in prices today of our Naptha Products we find that all 
companies have followed our price signs and several of the members of the 
Independent Petroleum Marketers Association have telephoned me this morning 
to voice their approval of this advance and indicate to me that they were going 
to show our company now that they intended to be fair competition [competitors]. 

The Los Angeles district sales manager* of the Standard Oil Co. 
kept in close touch with the association and he also kept the home 
office well informed of the association price activities and of the 
competitive conditions in that territory. J. L. Quinn informed an 
examiner of the Commission that he secured his information regard- 
ing the activities of the association from E. H. Miller, of the Dia- 
mond Oil Co., a member of the association, and during the earlier 
years from a Mr. Sheather, now deceased, of the California Oil & 
Asphalt Co. This latter company was also a member of the asso- 
ciation (see p. 107). As already noted, J. L. Quinn promptly for- 
warded memoranda of the important activities of the association to 
the general sales manager at San Francisco. 

The evidence indicates that the Standard Oil Co., or at least its 
Los Angeles sales manager, and the association members were in 
complete agreement regarding the price to be bid on the 1917 Los 
Angeles city requirements for petroleum products, and as a result 
the city of Los Angeles was unable to secure competitive bids for 
these requirements (see p. 121). The city asked for bids on Decem- 
ber 22, 1916, and again on January 24. 1917, and on both occasions 
an agreement was reached by members of the association on the 

^ J. L. Quinn held this position from some time in 1918 to May, 1919. 
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prices to be named, and in both cases they apparently knew the 

8 rices which the Los Angeles district sales manager of the Standard 
dl Co. intended to bid, as the memoranda of the association meet- 
ings of December 20, 1916, and January 17, 1917, named the com- 
panieSp including the Standard, which were to bid, and also named 
the prices which they did bid. Furthermore, on the day of the first 
agreement, December 20, 1916, J. L. Quinn, Los Angeles district 
sales mana^r, wired the home office, at San Francisco, recommend- 
ing the prices which were the same as those agreed upon by mem- 
bers of the association, and on the same day, December 20, 1916, the 
home office of the Standard wired J. L. Quinn to bid the prices which 
he had recommended (see p. 176). 

At a meeting of the members of the Independent Petroleum Mar- 
keters' Association held on January 10, 1917, it was agreed that none 
of the members would sell to the Five Mile House on El Monte Road 
unless a 20-cent sign was displayed. On January 12, 1917, a formal 
black list, effective for 60 days, and including among others the Five 
Mile House, was issued by the association, and within less than a 
week the Five M^le House displayed a 20-cent sign. W. L. Stand- 
ard, of the Union Oil Co., in reporting a meeting of the association I 
held on January 17, 1917, said : 

As long as the Bl Monte Road Five Mile House is now displaying a 20^ 
sign, the Wilshire, Standard Oil Co. and Union will start in to clean up the 
20^ signs at Alhambra, South Pasadena and Pasadena. This situation ought 
to be cleaned up very nicely within the next few days. 

The Standard Oil Co. denied that there was any agreement on 
prices at these points (see p. 177), however, the above referred to 
cooperative efforts to eliminate price cutting on the part of retailers 
and not to price agreements. 

In August, 1918, J. L. Quinn wrote to W. S. Miller, a director of 
the Standard Oil Co., in which he. stated that the Independent Petro- 
leum Marketers' Association had discussed the possibility of elimi- 
nating the price cutting by requesting M. L. Requa, director of the 
oil division of the United States Fuel Administration, to issue an 
order fixing the minimum retail prices, as was done at Shreveport, 
La. (see p. 117). Under date of August 15, 1918, W. S. Miller 
replied as follows: 

Tlie liOS Angeles refineries have been clamoring for a higher price on gasoline. 
The independent Petroleum Marketers Association could without doubt clear up 
the situation and if it were called to Mr. Requa's attention he would probably 
issue an order clearing it up. Some of our people here have felt that under 
the circumstances our company ought to take notice of this Los Angeles^ situa- 
tion and meet all competition. Do you think the Independent Petroleum Mar- 
keters Association would be pleased to have the Standard Oil Company do this. 
Of course this would be something that we would not wish to do, still such 
action might have to be taken. 

I do not think it would be advisable to take this up with the Association, but 
if you should happen to meet one of them you might talk to him about it." 

In a report to the home office dated April 19, 1919, J. L. Quinn, Los 
Angeles district sales manager of the Standard Oil Co., stated : 

There is a movement on foot at the present moment by the Independent 
Petroleum Marketers Association to reduce the differentials to service station 
and garage operators, for at the present time many are receiving SH to 3^. 
below our open market price of 1^ or lit larger differentials than our own. 



«For the Standard's explanation, see p. 177. 
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In the early part of May, 1919, the association members again 
agreed to maintain the diflfei'entials between the wholesale and retail 
prices of 2 cents per gallon on gasoline and 1 cent per gallon on 
engine distillate, effective May 5, 1919, for sales to garages and serv- 
ice stations, and on Mjiy 8 a supplementary agreement was made 
covering the price to commercial users. The home office of the 
Standard Oil Co. was informed of the first agreement before it wa& 
to become effective. The first paragraph of the supplementary agree- 
ment of May 8 specifically mentioned the Standard Oil Co., as shown 
below : 

Be^nning immediately all customers, unless in possession of a resellers 
license, buying at commercial stations, including Union Oil and Standard Oil 
Stations. wiU be charged minimum prices of 19^0 net per gallon for gasoline and 
13 cents net per gallon for engine distillate. 

This agreement gave the names of 20 concerns regarded as ped- 
dlers and stated that no new peddlers would be recognized (see p. 
229) . Under date of May 8, 1919, J. L. Quinn wrote to H. D. Collier, 
sales manager of the refined oils and naphtha division of the Stand- 
ard Oil Co., giving a detailed and exact statement of the above 
agreement (see p. 229) . A long-hand note attached to the agreements 
of May, 1919, in the handwriting of the secretary of the association 
contained the following: 

Salesmen of commercial or industrial concerns 19^ (Bill to employer) wait on 
S. 0.» 
Newmark Bros, add to 18-J list. 
Newmark Bros. IS-i S. O.' 

In a statement filed with the Conmiission by the Standard Oil Co. 
the company offered the following explanation (see p. 178) : 

The information in this particular case come to the company unsolicited and 
was passed along to the General Office as a matter of information only. It 
in no way affected the company's prices or its poUcies. 

The purpose of the above agreement was not to establish a new 
price but to discipline price cutters and eliminate price cutting. 

On June 10, 1919, the price of gasoline and engine distillate were 
both advanced 1 cent per gallon b;^ the marketing conapanies on the 
Pacific coast. In referring to this advance, C. H. Oilman, Cali- 
fornia correspondent of the Oil & Gas Journal, stated in an article 
dated June 14, 1919 : 

The maintenance of uniform prices throughout the larger cities of the state 
has been largely brought about through the cooperation of the Independent 
Marketers Association, which has worked in harmony with the Standard and 
Union, who are also a unit in the establishing of prices with the SheU Company 
and the Associated, and through this mutual agreement price cutting has been 
almost abolished. 

C. H. Oilman was vice president of the Hurley- Smith Co. of Los 
Angeles, a member of the association. 

The members of the association were frequently reported to have 
urged the Standard Oil Co. to advance gasoline prices in the spring 
of 1920, and prior to the summer of 1920 the Standard initiated 
the price changes while the other large marketing companies and 
members of the association followed its prices. From correspondence 
between H. S. Botsford, manager of the Puente Oil Co., and C. H» 

' S. O. refers to the Standard Oil Co. 
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Schlacks, president of the Union Oil Co. (Delaware), which con- 
trols the Puente Oil Co. through stock ownership, it appears that 
the members of the association, early in April, 1920, were urging an 
advance in the prices of gasoline. According to the following trans- 
lation of a code telegram, dated April 10, 1^0, from H. S. Botsford 
to C. H. Schlacks, the Standard Oil Co. recommended that the In- 
dependents increase the price of gasoline : 

Had a talk Monday Standard Oil Co. (California). San Francisco as good as 
recommended Independents Increase price gasoline. Friday local representa- 
tive definitely asks if it is not possible Independents take some action. Can see 
no objection making price 25, now 23i. 

Please advise. 

H. S. Botsford was president of the Independent Petroleum Mar- 
keters' Association at that time. There were no immediate results 
from these efforts to advance gasoline prices. In fact, C. H. Schlacks 
forbade the Puente Oil Co. taking any part in concerted price ad- 
vances, and soon after H. S. Botsford resigned as president of the 
association (see p. 90). While the independent marketers did not 
advance the price at this time, when price advances were made in 
July and August, 1920, they were first made by the Union Oil Co. 
There was a shortage of gasoline in California at this time, and the 
Union Oil Co. advanced the price 1^ cents per gallon on July 28, 
1920, and further advanced the price 2 cents per gallon on August 
4, 1920. The association members met on the latter date and de- 
cided to increase their prices to the same level, and the Standard Oil 
Co. followed on August 6 with an advance of 3^ cents per gallon. 
This advance of the Standard made the prices of all marketers the 
same. 

Eelations with other large marketing companies. — ^As already 
stated, the Independent Petroleum Marketers' Association was very 
active in attempting to secure the membership of the large inde- 
pendent marketing companies. The General Petroleum Co., the 
predecessor of the General Petroleum Corporation, became a mem- 
ber in April, 1916, and although its business was taken over by the 
latter company on July 1, 1916, the former company still retained 
membership in the association. The General Petroleum Corporation 
did not join. In September, 1916, the Union Oil Co. became a mem- 
ber, and the Associated Oil Co. joined the association in November, 
1920. Neither the Shell nor tne Standard ever became members 
of the association. 



Chapter VIII. 

GENERAL COMPETITIVE CONDITIONS IN CALIFORNIA 

AND IN THE UNITED STATES. 

Section 1. Dominance of large companies in California. 

The most significant economic fact developed by this inquiry is 
the degree of control of the five lar^^e companies in every branch of 
the petroleum industry of the Pacinc coast. In 1918 they produced 
and purchased 80 per cent of the total crude-petroleum production 
of California, they operated practically all of the pipe lines, refined 
almost 92 per cent of the crude run by all refineries in that State, 
and marketed fully 90 per cent of all refined petroleum products 
sold in both the domestic and export markets of the Pacific coast 
territory. 

The Standard Oil Co. is the most important factor in the Pacific 
coast petroleum industry. In 1919 it produced 25 per cent of the 
crude-petroleum production of California, it produced and purchased 
about 35 per cent, owned about 35 per cent of the pipe lines, refined 
almost 50 per cent of the crude run through California refineries, 
marketed 55 per cent of the gasoline, 38 per cent of the engine dis- 
tillate, 70 percent of the kerosene, 65 per cent of the lubricating oils, 
and about 35 per cent of the gas oil sold by all marketers in the do- 
mestic market of the Pacific coast. In tne purchase of crude pe- 
troleum and the sale of refined petroleum products the Standard gen- 
erally names the market price and other marketers follow these 
prices. 

Section 2. Effect of restriction of competition on Pacific coast. 

The resolution directing this inquiry requested information re- 
garding the effect which any combinations "had upon the market 
price of fuel oil, gasoline, and other petroleum products, especially on 
the Pacific coast and especially with reference to the price charged to 
the ultimate consumer." 

The Standard Oil Co., as already stated, began to sell directly to 
the consumer in the fall of 1914 and fixed its differential between the 
wholesale and retail price of gasoline at 2 cents per gallon. Prior 
to this there had been no generally established differential between 
the wholesale and retail price, but it had generally been higher. 

The numerous small refiners in the vicinity of San Francisco and 
Los Angeles in 1914 and during most of 1915 found the competition 
very keen, particularly in the sale of gasoline. In addition to the 
competition of the small refiners, the Associated Oil Co. and the 
Shell Co. were just becoming factors in the gasoline market. By the 
end of 1915 the few small refining and marketing companies in the 
vicinity of San Francisco had been eliminated from the petroleum 
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i3usiness, as well as two in the vicinity of Los Angeles. The remain- 
ing small refining and marketing companies in the vicinity of Los 
Angeles, through the Independent Petroleum Marketers' Association, 
agreed to maintain the prices announced by the Standard Oil Co., 
which was the largest marketing company on the Pacific coast. The 
Union Oil Co., the second largest marketing company, was maintain- 
ing substantially the same prices. This apparently made it much 
easier for the Standard Oil Co., which had always been recognized 
as the leader in establishing prices throughout the Pacific coast terri- 
tory, to initiate price advances. The first price advance, in 1915, was 
made the day following the understanding of the members of the Inde- 
pendent Petroleum Marketers' Association that they would maintain 
the prices announced by the Standard. Throughout the remainder of 
the period the prices of all petroleum products were materially ad- 
vanced. Although at times there was considerable price cutting in 
the vicinity of Los Angeles by the small companies, and occasionally 
a special price was given to a large consumer in other parts of the 
Pacific coast territory by one of the large companies, as a rule the 
price advances announced by the Standard Oil Co. were maintained. 

Section 3. General competitive conditions in the United States. 

The Senate resolution under which this inquiry was made, while it 
required information particularly with respect to the petroleum in- 
dustry in the Pacific coast region, also called for a consideration of 
the general conditions in the United States. Certain aspects of thi^ 
part of the subject were covered in some detail in Part I of this 
report and also in another report recently issued,^ but in this con- 
nection only certain outstanding facts regarding competitive condi- 
tions require consideration. • 

Section 4. Control by lar^e companies in the United States. 

Importance of large interests. — The bulk of the crude petroleum 
production of the United States is controlled by a comparatively 
few companies and their subsidiaries. Although there are thousands 
of individual producers, 32 companies produced almost 60 per cent 
of the 1919 output. In that year there were over 370 refining com- 
panies operating in the United States, and 39 companies operated 
almost 80 per cent of the refining capacity and consumed 85 per cent 
of all the crude petroleum refined in the United States ; while about 
25 marketing companies sold the bulk of the petroleum products mar- 
keted in the United States.^ 

Dutch-Shell interests. — The Koyal Dutch-Shell interests are the 
most important foreign factors in the domestic petroleum industry. 
The Shell Co. of California and the Roxana Petroleum Corporation 
are its most important companies. In 1919 these two companies pro- 
duced a little over 2J per cent of the total quantity of crude petro- 
leum produced and refined slightly more than 2 per cent of the quan- 
tity of crude consumed by all refiners in the United States. Up to 
the present time their retail marketing activities have been confined 
to the Pacific coast territory. 

1 Advance In the Prices of Petroleum Products, June 1, 1920. , 

' If companies controlled by substantially the same Interests such as the Standarji 

group of- companies, are treated as a unit, the number of companies, as above mentlonefl. 

would be considerably reduced In each case. 
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Standard group. — The members of the Standarfd Oil group are the 
dominating factors in the petroleum business of every section of the 
country. Standard companies are relatively weaker in production 
than in any other branch of the petroleum business, yet in 1919 com- 
panies that are now members of the Standard Oil group controlled 
23| per cent of the total production of the entire country. Standard 
refineries operating in 1919 consumed almost 44 per cent of the total 
quantity of crude petroleum refined in the United States, and owned 
about 68 per cent of the trunk-pipe lines, while Standard marketing 
companies are the dominating factors in the domestic and export 
trade of the countrv. 

Section 5. Standard marketing territories. 

The areas in which the various members of the Standard Oil group 
sell gasoline and kerosene to retailers by tank wagon, or at retail to 
consumers, are shown on the map opposite page 130. The map also 
shows the location of petroleum refineries owned or controlled by 
Standard companies. A more complete statement giving the names of 
the cities and towns in which the refineries are located is shown in 
Appendix Table 16. The boundaries of the different Standard com- 
panies follow State lines in most cases, and there have been but slight 
changes since the dissolution in 1911. As a rule, to-day, as before the 
dissolution, only one Standard marketing company operates in a 
given territory, as for example, the Standard Oil Co. (California) in 
the Pacific coast territory, the Continental Oil Co. in the Bocky 
Mountain region, or the Standard Oil Co. (Nebraska) within the 
State of Nebraska. In recent years, however, two or more Stand- 
ard companies have sold in the same territory: For example, as 
shown on the map, the Magnolia Petroleum Co. has service stations 
in certain parts of New Mexico, which formerly was solely Continental 
Oil Co. territory, and it also sells in Arkansas, which is also a part of 
the territory of the Standard Oil Co. of Louisiana. The Standard Oil 
Co. (California) and the Continental Oil Co. have both sold gasoline 
in certain parts of western Idaho, and the Atlantic Refining Co. has 
extended its sales into Massachusetts, Rhode Island, and Connecticut, 
which formerly was solely the territory of the Standard Oil Co. of 
New York. On the other hand, through its control .of the Humble 
Oil & Refining Co., the Standard Oil Co. (New Jersey) may be said 
to have extended its marketing territory into the southeastern part 
of Texas and southwestern Louisiana. 

Section 6. Prices set by Standard. 

In most of the Standard marketing areas east of the Rocky Moun- 
tains, as in California, Standard crude petroleum purchasing com- 
panies and Standard marketing companies usually take the lead in 
announcing price changes, while other companies usually follow. 
Occasionally some of the larger independent companies, such as the 
Texas Co. and the Gulf Co., take the initiative. However, officials of 
the above companies stated in May, 1920, that the prices announced by 
the Standard companies are generally regarded as the market price. 
As stated in a former report : " 

Price initiative today seems to be left generally to the Standard companies 
and competition is apparently more directed to developing facilities for getting 
business than to seeking to obtain it by underselling. 

* Advance in the Price of Petroleum Products, p. 53. 
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Section 7. Becent acquisitions by large interests. 

KoYAL Dutch-Union Oil merger. — The merger of the petroleum 
interests in the United States of the Royal Dutch-Shell combination of 
The Hague and London and of the Union Oil Co. (Delaware) has been 
announced recently. According to C. H. Schlacks, president of the 
Union, the plan of merger involves the formation of a new 
corporation having 10,000,000 shares of capital stock of no par value. 
In exchange for its properties the Union Oil Co. (Delaware) receives 
2,240,000 shares in the new corporation, while the Anglo-Saxon Petro- 
leum Co. (Ltd.), a Dutch-Shell subsidiary, secures 5,760,000 shares. 
This gives the Union Oil Co. 28 per cent and the Anglo-Saxon Petro- 
leiun Co. 72 per cent.* 

The Royal Dutch-Shell subsidiaries in this country which are re- 
ported to be covered by the merger include the Shell (jo. of California 
and subsidiaries, the Koxana Petroleum Corporation, the Ozark Pipe 
Line Co., and the Matador Oil Co. The Union Oil Co. (Delaware) 
is a holding company. The companies controlled by it which are 
included in the merger are the Western Union Oil Co.,. the United 
Western Consolidated Oil Co., the Dunlop Oil Co., the Eddistone 
Oil Corporation, the Columbia Oil Producing Co., the Puente Oil 
Co., the Central Petroleum Corporation, the Wolverine Oil Co., the 
Sagamore Oil & Gas Co., and the Wigwam Oil Co. 

On December 31, 1920, the Union Oil Co. (Delaware) owned a 
little over 26 per cent of the stock of the Union Oil Co. of Cali- 
fornia. Some of the stockholders, particularly California stock 
holders of the latter company, are attempting to prevent the Koval 
Dutch- Shell interests from acquiring control. Under date of Oc- 
tober 17, 1921, a plan for the formation of a Union Oil Co. of Cali- 
fornia Stockholdmg Co. was sent to Union of California stockhold- 
ers. This proposed holding company is to be organized as soon as 
owners of 40 per cent of the stock of the Union Oil Co. of California 
agree to the formation of the proposed holding company. Accord- 
ing to the circular letter of October 17, 1921, which was sent to the 
stockholders, the object of the attempted formation of the holding 
company is to unite the interests of the smaller stockholders, as 
shown by the following excerpt : 

The purpose and intent in the establishment of this Holding Company, is to 
enable a very large number of stockholders to unite their Interests so tiiat they 
may act as a unit. * * ♦ 

You have doubtless been informed of the fact that about 27% of the stock of 
Union Oil Company of California has been acquired and is now held in one 
single corporate ownership foreign to California. One important factor in the 
present situation is the fact that no one knows from day to day who may turn 
up as the owner of this large concentrated block of stock. We do not know 
where he or they may live or what their purpose may be. Such a condition is 
intolerable. No management can properly function under such circumstances. 
It is demoralizing to the loyal army of employees as well as to the managin? 
officers to be constantly watching the news items for information and listenln? 
to disturbing rumors. Why should we Califomians, owners collectively of a 
majority interest, really remain in the minority? 

The combined production of the companies which would be con- 
trolled bj the merger (this does not include the Union Oil Co. of 
California) constituted about 3 per cent of the total production of 

* The Commercial and Financial Chronicle, Nov. 5, 1921, pp. 1990-1991. On Feb.- 8, 1922, 
the Shell-Union Oil Corporation was incorporated In Delaware to take over these iwoperties. 
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the United States in 1920. If control of the Union Oil Co. of Cali- 
fornia should be acquired by the new merger, its control of crude 
petroleum production in the United States would be increased to 5 
per cent exclusive of that produced under contracts held by the Union 
of California. 

The largest control of crude petroleum production of the Eoyal 
Dutch-Shell interests is in foreign countries, especially in the Dutch 
East Indies and Mexico. In 1920 these interests produced almost 
10 per cent of the world's total production, and if the production of 
the United States is excluded they produced about 27 per cent of the 
remainder. 

Acquisition of stock of the Pacific Oil Co. — The Standard Oil 
Co. recently entered the market' and purchased, prior to November 
25, 1921, somewhat less than 20 per cent of the shares of the Pacific 
Oil Co., which was organized in December, 1920, to take over the 
extensive oil properties of the Southern Pacific Railway. 

Upon information that the Standard Oil Co. (California) had 
acquired or was acquiring an interest in the Pacific Oil Co., inquiry 
was made by the Commission of the Standard as to the truth or the 
report, to which inquiry K. R. Kingsbury, president of that com- 
pany, replied in part as follows: 

A material part of the production from the lands owned by Pacific Oil Com- 
pany has for many years' been delivered to our company under contract for 
use in our refineries. With the knowledge that the control of Pacific Oil 
Company was sought by foreign interests, which if effected would have un- 
doubtedly resulted in the loss of this oil to us, we deemed it important to 
further the maintenance of an American ownership of this company. We also 
knew that these same foreign interests, which operate in California, were also 
negotiating for an interest in an Important California oil company with which 
they are in competition. These negotiations have since been consummated. 

In view of this situation, the Standard Oil Company (California) entered 
upon the acquisition of a minority interest of Pacific Oil Company stock and 
now owns less than twenty per cent of that stock. No purchases of the stock 
have been made by us for some months past. 

Mr. Kingsbury's statement that "control of the Pacific Oil Co. 
was sought by foreign interests " referred to the Royal Dutch-Shell 
group. 

Inquiry was made of the Royal Dutch-Shell group by the Com- 
mission whether it had acquired or was acquiring any interest in the 
Pacific Oil Co., to which Gen. Avery D. Andrews, representative of 
the Royal Dutch-Shell group, replied as follows : 

Replying to your telegram November twenty-first received twenty-second I 
am now authorized to state that the Dutch-Shell interests by which I mean 
Royal Dutch Petroleum Company of Holland and Shell Transport and Trading 
Company of London" and their subsidiary companies do not own and are not 
now acquiring Pacific Oil Comjmny stock. 

The acquisition by the Standard of an interest of less than 20 jp&r 
cent in the Pacific Oil Co. is significant with respect to the control of 
the Pacific coast petroleum industry and competitive conditions 
therein. The production of crude petroleum from the properties now 
owned by the Pacific Oil Co. was 9,474,270 barrels in 1919, or 9.3 
per cent of the total production of California. The Pacific Oil Co. 
owns, also, slightly more than 50 per cent of the Associated Oil Co. 
This latter company ranks third m importance in the refining and 
marketing business of the Pacific coast. The combined production 



132 PACIFIC COAST PETROLEUM INDUSTRY. 

of the Associated-Pacific Oil Co. interests in 1919 was 18,444,000 
barrels of crude petroleum, or 18.2 per cent of that of California. 
During the same year, 1919, the Standard Oil Co. produced 25,484,984 
barrels, or about 25.2 per cent of the total Hence in 1919 these 
interests combined produced over 43 per cent of the total crude 
petroleum output oi California. 

Mr. Kingsbury recently predicted that the production of the 
Standard Oil Co. (California) in 1921 would be 41,000,000 barrels.^ 
The combined production of the Standard^ Pacific, and Associated 
companies, it is estimated by the Commission, would be almost 
60,000,000 barrels in 1921, or more than 50 per cent of the entire 
crude petroleum of California. 

Other recent Standard acquisitions. — ^During the last three 
years certain members of the Standard group have revived their 
former policy of expansion through the acquisitiori of independent 
petroleum interests. The more important recent acquisitions include 
the Humble Oil & Refining Co., the Midwest Refining Co., the acqui- 
sition of a half interest in the Sinclair Pipe Line Co., and the forma- 
tion of the Sinclair Crude Oil Purchasing Co. This latter company 
is owned jointly by the Standard Oil Co. (Indiana) and the Sinclair 
Consolidated Oil Corporation. The Humble Oil & Refining Co. 
was acquired by the Standard Oil Co, (New Jersey), while the 
Standard Oil Co. (Indiana) acquired the other interests. 

The acquisition of the Humble Oil & Refining Co. gave the Stand- 
ard Oil Co. (New Jersev) important producing, pipe line, and refinery 
properties in Texas. The recent purchase of the Midwest Refining 
Co. by the Standard Oil Co. (Indiana^, through the exchange of 
Standard for Midwest stock, has given tne Standard interests almost 
complete control of production, pipe-line transportation, and re- 
fining properties in the State of Wyoming. The Standard Oil Co. 
(Indiana) acquired approximately 33 per cent of the stock of the 
Midwest Refining Co. during 1920, while by June, 1921, the Standard 
had acquired 85 per cent of the Midwest stock. In 1919 the Midwest 
Refining Co. and allied interests and Standard companies controlled 
almost 94 per cent of the crude petroleum production of Wyoming, 
they operated 99 per cent of the trunk pipe lines, transported over 97 
per cent of the crude petroleum marketed, and consumed almost 94 
per cent of all the Wyoming crude petroleum refined.* 

During 1921 the Standard Oil Co. (Indiana) purchased a one-half 
interest in the Sinclair Pipe Line Co. The pipe lines of this company 
extend from the oil fields of northern Texas and of Oklahoma to the 
vicinity of Chicago. As already stated, a crude petroleum purchas- 
ing company, called the Sinclair Crude Oil Purchasing Co., nas been 
organized and is to be owned jointly by the Standard Oil Co. (In- 
diana) and the Sinclair Consolidated Oil Corporation. The organi- 
zation of this crude purchasing company and the acquisition of a 
half interest in the pipe-line company will enable the Standard Oil 
Co. (Indiana) to purchase crude directly from the producer in the 
Mid-Continent field. 

Section 8. Basis of Standard control. 

In the rest of the United States, as in the Pacific coast region, 
the Standard group of companies exercises a dominating influence 

*Wall street Journal, Nov. 22, 1921. 

• See Report of the Federal Trade Commission on the Petroleum Industry of Wyoming. 
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in the petroleum industry, not merely by reason of the magjiitude 
of the various units with respect to production and capital invest- 
ment, but also because of their solidarity, arising apparently from 
an interiocking stock ownership resting largely m the hanas of a 
comparatively few great capitalists; and, furthermore, because of 
the great financial resources and credit of this group. As long as 
they follow the general trend of fundamental market conditions fliey 
are practically in a position to make the market price, ^nd thus to 
obtain all the financial advantages which accrue to those having 
advance knowledge of price changes in trade and the capital profit- 
ably to exploit that knowledge. 

80771 '•—22 10 
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EXHIBITS. 

Exhibit 1. 
ANSWER OF UNION OIL CO. OF CALIFORNIA. 

Union Oil Building, 
Lob Angeles, Califobnia. 

W. L. Stewabt, President. 

Septembeb 27, 1921. 
Federal Tbade Commission, 
Washington, D, C. 

Attention Mr. Nelson B. Oaskill, Acting Chairman, 

Deab Sibs: This Is to acknowledge receipt of your favor of August 26th, 
1921, with enclosure of a memorandum which you claim to be a summary 
of principal facts regarding the conditions of competition and evidence of 
price collusion between representatives of this Company and of other com- 
panies within the marketing territory of this Company. 

You state that these facts are shown by certain indicated letters secured 
from the files of this Company. It should be noted that the letters indicated 
by you were written principally in the years 1915 and 1916 and none later 
than February, 1917, and they deal with certain situations as then existing 
at one place in the State of Arizona and at a few points in the State of 
California. 

It is a known fact that for many years past the wholesale open market 
prices of gasoline and distillate on the Pacific Coast have been regulated by 
the prices fixed by Standard Oil Company, and that the other marketing con- 
cerns in that territory have fixed their sales prices so as to correspond with 
the prices established by that company. This is the natural and unavoidable 
situation resulting from the fact that a large percentage of the oil refining 
and marketing business has been in the hands of that corporation, and has 
not been brought about by any agreement between the marketing companies 
for the fixing of prices. 

The wholesale prices of gasoline and distillate at various points on the 
Pacific Coast have been and are established with reference to the prevailing 
prices at Los Angeles and San Francisco, and any change in prices at base 
points is followed by a corresponding change in prices at all other points. 

Some of the letters cited by you refer to a situation in the Kingman Dis- 
trict in Arizona caused by the increase in prices at base points. When the 
increase was made Union Oil Company -of California made corresponding 
changes in its prices in the Kingman District in Arizona. Standard Oil Com- 
pany failed to make an immediate adjustment of prices in that district. The 
result of this was that Union Oil Company was charging more for gasoline 
and distillate in the Kingman District than the prices quoted by the Standard 
Oil Company. This would, of course, result in a loss of business to the 
Union, and its employees were seeking to ascertain if the Standard intended 
to increase its prices In accordance with the increases theretofore made by it 
at base points, or If the Union would be compelled to return to the schedule 
formerly in effect in order to retain its customers and remain In the field of 
competition. 
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We submit that in view of these facts the letters in question do not show 
an attempted collusion in the fixing of prices. 

The other letters written to and from the same (Kingman) district in 
Arizona at most show an attempt to arrive at an understanding among mar- 
keters in that district that established prices and price differentials would 
be adhered to. The obvious purpose of this was to prevent the adoption of 
unfair competitive methods. 

The remaining letters cited by you refer to situations in the State of Cali 
fornia embracing transactions which were purely local in character and 
involved no question of interstate commerce. These letters do not deal with 
price fixing, but instead with trade differentials, — ^basic prices being estab- 
lished as hereinbefore explained. 

It has been and is the custom among marketers to allow differentials U) 
certain classes of purchasers, such as garages, service stations, tractor owners, 
public service corporations, municipalities, etc., — these differentials being in 
the form of stated deductions from existing market prices. 

The adoption and recognition of uniform differentials and classifications of 
purchasers to whom the same should be allowed ; and territorial zones within 
which a given price based upon distances of haulage should prevail, has a 
tendency to prevent the demoralization of market conditions. 

The history of the oil industry throughout the United States shows that the 
adoption of unfair trade practices among the marketers, such as the allowance 
of special terms, secret differentials, free use of equipment, etc. to customers for 
the purpose of obtaining business brings about cut-throat competition resulting 
in no ultimate benefit to the consumer, but, on the contrary, in loss to the 
marketer, frequently driving those who are unable to survive such methods 
entirely from the field of competition. 

While there is no intention on the part of the management of this Company 
to deny responsibility for the acts of its representatives, it may be proper to 
state that the different transactions referred to in the letters were unknown to 
the management until brought to its attention by your investigation, and that 
there are no existing agreements between this and other comimnies for the 
fixing of basic prices, differentials, classifications or marketing conditions iu 
the oil industry. 

Should you desire any additional statement or explanation with respect to 
the matters referred to in your communication to us we will endeavor to 
furnish the same. 

Respectfully submitted. 

(signed) W. L. Stewart, President. 



Exhibit 2. 
ANSWER OF STANDARD OIL CO. (CALIFORNIA). 

STATEMENT OF GENERAL SALES POLICY. 

Standabd Oil Company 

K. R. Kingsbury, . San Francisco, Cal. 

President. September 28, 1021. 

Federal Trade Commission, 
Wdshington, D. C. 

Attention Hon, Nelson B, CHtsMlh 

Gentlemen : We submit herewith reply to each question in your letter of 
August 26, 1921 : 

We believe the Commission will appreciate the difficulty of explaining iso- 
lated transactions occurring in some instances many years ago and wliich are 
selected from the millions of transactions of the company, as well as the 
difficulty of producing records many years old to support the company's replies. 
The time required to search the records has occasioned some delay in this re- 
sponse. 

As the letters and other documents attached in reply to the Commission's 
query will show conclusively, the company's prices and trade classifications 
were at all times under the control of the General Office. Price recorauienda- 
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tions made by agents required the authority and approval of this office. No 
alleged arrangements or understandings, if any, which took place between agents 
of this company and any competitor could have had any binding effect 'Unless 
made or approved by the Home Office. The Home Office records clearly refute 
the ^existence there of knowledge of any such occurrence. 

Under the Non-Discriminatory Laws of jJie State of California, effective In 
1913, the 'company cannot sell its products except at one price, that is, a base 
price plus freight, except that prices may be lowered to meet competition. As 
a consequence in the operation of the company's three refineries located at 
Richmond, El Segundo and Bakersfield, California, the prices at which the 
company sells the products from these refineries, are the base refinery prices 
plus freight to railroad point of delivery. Not only does this apply to Cali- 
fornia, but the company follows this procedure throughout the Pacific Coast 
States in which it distributes the products from its refineries. 

The prices at which the Company offers its products are a matter of public 
knowledge and these prices are made solely by the Board of Directors and are 
at all times based upon economic conditions. 

If the accompanying report does not clear up entirely the questions asked 
by the Commission, we will be glad to furnish any further information for 
which ther Commisslpn may call. 
Respectfully yours, 

(signed) K. R. Kingsbuky. 



RELATIONS WITH OAKLAND AUTOMOBILE ASSOCIATION. 

Question 1. During September, 1914, letters secured from the Standard Oil 
Company's files show that an invitation was received from the Automobile 
Industries Association of Oakland, California, to send a representative to a 
meeting (and a representative attended) at which "we hope to be able to 
devise some plan in which a staple differ^itial of price can be maintained." 
(See Automobile Association letter September 22, 1914, and letter from F. A. 
Williamson to H. T. Harper, September 25, 1914.) 

Answer. Pursuant to the invitation of the Automobile Industries Association 
(Exhibit 1-1), the Oakland Agent of the Company attended a meeting on 
September 24, 1914. The report of his attendance to Mr. Harper, the then 
Manager of the Sales Department, indicates that Mr. Williamson rather hesi- 
tated attending the meeting "by reason of our past" — meaning, obviously, 
by reason of our past policy. (Exhibit 1-2). 

Mr. Williamson's report to Mr. Harper recites that he stated that the 
Company w^as represented merely in the capacity of a wholesaler — that it had 
nothing to say as to what the retail price should be. He refers to the fact that 
some doubt was expressed concerning the Standard Oil Company having a 
direct interest in the National Supply Company. In point of fact, the National 
Supply Company had not been taken over at the date of Mr. Williamson's 
attendance on this meeting, and there was no way for him to know that the 
negotiations for the purchase of the National Supply stations had reached the 
point where they would shortly be consummated. Mr. Williamson reports that 
he emphasized « that the Ck>mpany was not retailing gasoline (meaning by that 
that the Company maintained no retail price as distinguished from its wholesale 
price), and for that reason he did not see what the Company had to do with re- 
tail prices. He distinctly withheld expressing himself as to the profit that 
should be had. He explained that what led him to go ** was the intimation that 
there might possibly be a landslide by the Association from ourselves." 

There can be no question that Mr. Williamson acted with propriety in attend- 
ing this meeting, and that the Standard Oil Company could not well decline 
an Invitation extended by those who represented many of its customers. To 
refuse to attend would have been an act of gross discourtesy. The Company's 
agent did the only thing feasible under the circumstances, that is, attended the 
meeting but took no part in the discussion of prices — being in fact himself not 
aware at the time that his Company would shortly be interested in retail prices. 

There was a second meeting of the Automobile Industries Association, the 
invitation to attend which was sent to the Standard Oil Company on October 
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3, 1914. (Exhibit 1-3). Tlie invitation was referred to the Company's agent 
at Oakland with the suggestion that the matter of attending the meeting was 
left to his own judgment. (Exhibit 1-4.) He did not attend the meeting. 

[Exhibits 1-1 to 1-4 attached.] 



Automobile Indx:stries Association. 

1540 Broadway, Oaliland, Cal. 

Sept. 22, 1914. 
Standaed Oil Co., 

200 Bush St,, San Francisco, Cal. 

Attention of Sales Mgr. 

Dear Sir : Since the installation of the gasoline service stations within the 
Bay District, there has been much cutting in the price of gasoline and as our 
association represents about sixty-five dealers who sell gasoline, we believe it 
only fair and just that they should be entitled to a legitimate profit on each sale 
of such product. 

Therefore, the Association kindly invites your firm to send an authorized 
representative to our meeting, which will be held next Thursday evening, 
Sept. 24th, at the Commercial Club rooms, top floor of the Hotel Oakland, of this 
city. At that time we hope to be able to devise some plan in which a stople 
differential of price can be maintained. 

We cannot impress upon you too strongly the importance of this meeting and 
ask that you make a special effort to be present. No dinner will be served and 
the meeting will be called to order at 8 P. M. sharp. 
Asking for your co-operation in this matter ,we are 
Yours very truly. 

Automobii^ Industries Association 
Per (SGD) Herbert S. Smith 

HSS/ES 

[Exhibit 1-1] 



Personal Oakland, Cal., Sept, 25, 1914. 

Mr. H. T. Habpeb, 

Standard Oil Company, Garage Association. 

San Francisco, Calif, 

Dear Sir : Last evening, in the Commercial Club rooms in the Hotel Oakland, 
the second meeting in the organizing of a garage association took place, the 
several representatives of the different companies, in a wholesale way, being 
requested to be present. 

This invitation was received by the undersigned at the last moment. I rather 
hesitated attending a meeting of this character by reason of our past, but con- 
cluded, from something I heard from a friend on the street, that it was really 
advisable that I be there simply as a specator ; hence I attended. I asked also 
to have our Mr. Munro there. 

The several representatives of the other companies were there. From the 
Union, Mr. Dutton and Local Manager Wallfisch; from the Pinal Dome, Mr. 
Stevens ; from the Pacific States, cannot recall his name now ; from the Shell, 
Mr. Sinclaire. The Associated were not present. 

The association numbers 99 firms at this time and seems to have made con- 
siderable progress since their original date of organization. Tires and the 
Gasoline situation were their problems. I stated simply that we were there in 
the capacity of wholesalers ; that we really had nothing to say as to what the 
retail prices should be, but some doubt was expressed concerning our having 
any direct interest in the National Supply Company; and I stated that that 
matter had been made plain twice by written statements from the President of 
our Company — we did not know how we could make it any stronger. 

i further emphasized that we were not retailing Gasoline and that for this 
reason ^e did not see where we had anything to'do with the retail price. 
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An attempt was made to bring out what was thought to be a reasonable margin 
for the handling of Gasoline, the conclusion being that it would be well for 
several garages to tab the actual time taken from the delivery, cost of the man's 
time, leakage loss, the added cost of insurance because of the Gasoline hazard 
or risk, etc. One of the representatives, Mr. Dutton, rather emphasized that 
they should have five cents per gallon profit, for which he received some applause. 

I distinctly withheld from expressing myself as to the profit that might be 
had but believe that it may be finally concluded that li^ above what Is referred 
to as market list may be made a correct price. This may be slightly deducted 
from for firms that are large commercial users. It is somewhat on the basis of 
tire schedules. 

What led me to go was the intimation that there might possibly be a landslide 
by the Association from ourselves and it appeared from the general trend of 
the meeting last night it was best for us to be represented. 
Yours truly, 

F. A. Wbluamson 

FAW : EBB 

P. S. Without my raising the question, the Internal Revenue Tax of 2^* per 
gallon was discussed and turned down by the Association, with the thought that 
the tax is deemed advisable. "Consumers will have to pay it and we cannot 
help If* 

F. A. W. 

[Exhibit 1-2] 



Automobile Industries Association 

1540 Broadway Oakland Cal 

Oct. 3, 1914 

Standabd On. Co. 

200 Bush 8t, San Francisco, Cal. 

Attention of Sales Manager 

Deab Sib : You are kindly invited to attend our meeting next Thursday even- 
ing, October 8th in the Commercial Club Rooms, top floor of the Hotel Oakland, 
of this city. 

At this time the gasoline question will be further discussed and some definite 
action will be taken. 

Retail gasoline dealers from Richmond, Berkeley, Alameda, San Leandro, 
Hiayward and Oakland will be in attendance and we cannot urge too strongly 
the importance of having your firm represented. 

No dinner will be served and the meeting will be called to order at 8 P. M. 
sharp. 
Soliciting your co-operation in this matter, we are 
Yours very truly, 

Automobile Industries Association 
(Signed) per Hebbebt S. Smith 

[Exhibit 1-3] 



R444 
San Francisco, Cal., Oct, 5, 1914 

Subject ; Meeting of Garage Association 

Mr. F. A WiLUAMSONf 

Oakland, Calif, 

Deab Sib: Referring to your letter of Sept. 25th regarding the meeting of 
the Garage Association held in the Commercial Club Rooms at the Hotel 
Oakland : 

We are enclosing you notice of a second meeting, which we have just received 
from this Association. We will leave the matter of your attending this meeting 
to your Judgment. 
Yours truly, 

HTP:P 

[Exhibit 1-4] 
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KINGMAN (ABIZ.) CASE. 

Question 2. During October, November and December, 1915, J. H. Balsley, 
then District Sales Manager, and E. T. Ferguson and Mr. Harlan of the 
Standard bad numerous conferences with representatives and agents of a 
competitor regarding the maintenance of unifoml prices for gasoline, kerosene 
and engine distillate at Kingman, Arizona. Documents on file with the Com- 
mission state that the above named agents of your company promised "to 
line up with '* your competitor " on prices." What were your prices at Kingman, 
Arizona, for gasoline, kerosene and engine distillate from June to December. 
1915, with date of price changes? 

'Answer: There is absolutely no foundation for the suggestion that the 
Standard Oil Company's prices at Kingman, Arizona^ during October, November 
and December, 1915, or at any time, were the result of confareaces with repre- 
sentatives and agents of a competitor, or that this Company at any time agreed 
to " line up witii " a competitor on prices. The written record fully refutes 
these intimations. 

The prices for gasoline, kerosene and engine distillate at Kingman, Arizona, 
during the period referred to, and the El Segundo Refinery base prices during 
the same period were as follows : 

GASOLINE. 



Date. 



1915 

June 1 

Julyl 

July 7 

Sept. 23 

Oct. 5 

Oct. 26 

Nov. 27 



El Segun- 
do base 
price. 




Cerdi. 

11* 
Hi 

11 

12 

13 

14 

15 



C€1\iA. 



IS 

17 

16i 

I7i 
ISi 

20^ 





KEROSENE. 






June 1- --- T 


9 
9 


15^ 


July 11 ■ 


• 14i 








1 Balance of 1915— No further change. 

• 

DISTILLATE. 







Junel. 
July 1. . 
Sept. 23 
Oct. 5. . 
Oct. 26. 
Nov. 27 
Nov. 29 



6 
6 

7 

7i 
8i 

8* 
8i 



12J 

12i 

13 

14 

15 

14 



The above tabulation shows that with two exceptions the changes in King- 
man prices followed absolutely changes in the El Segundo base price. The two 
exceptions are (a) the reduction of Ic effective at Kin^an July 1, 1915, and 
(b) the increase of Ic on engine distillate at Kingman on November 27, 1915. 

(a) The reduction of Ic on all products effective July 1, 1915, at Kingman, 
was made to meet competitive conditions. In a report made by Mr. Balsley. 
District Sales Manager of Arizona, to Mr. Harper, under date of June 17. 1915 
(Exhibit 2-1) and a subsequent report dated June 26, 1915 (Exhibit 2-2), Bal- 
sley complains of the Union Oil Company's cut in price and "their reported 
boast to the interests at Kingman that they are going to do business if they are 
compelled to do it at a loss." Mr. Balsley complains that "our dealers are 
selling their products at their cost price in order to meet the Union competition." 
Mr. Balsley requested authority to lower the list price lie per gallon on gasoline 
or to establish a list, that is, retail price, and go after the business direct. The 



PACIFIC COAST PETROLEUM INDUSTRY, 141 

head office at San Francisco did not fully accord with Mr. Balsleys recommenda- 
tion as to a reduction in price, but authorized a price reduction at Kingman on 
all products of Ic a gallon in order to meet the competitive prices reported by 
him. This reduction, effective July 1, 1915, was authorized by the Home Office 
on June 30, 1915 (Elxhibit 2-3), directly in response to Mr. Balsley's report of 
June 17, 1915, and June 26, 1915, that competitors were hauling and delivering 
in the outlying districts of Kingman at a nominal figure and was made to enable 
dealers who were handling Standard Oil products to meet the competitive con- 
ditions. This is quite apparent from Mr. Balsley's letters of June 17, 1915, and 
June 26, 1915, (Exhibits 2-1 and 2-2). 

It is respectfully suggested that the reduction of Ic of July 1, 1915, at 
Kingman, Arizona, which was authorized at the Home Office for the reasons 
set forth in Mr. Balsley's letter, does not show that the agents of the Company 
promised to ** line up " with the Company's " competitor " on prices, or that if 
any such promise was made, any attention was paid to it, or that it was car- 
ried out in any respect by the Company. It is assumed that a decrease of Ic to 
meet the competitive condition described by Mr. Balsley is not what the 
Federal Trade Commission had in mind in referring to " a line up on prices." 
But this decrease made for the purpose mentioned, was the only price change at 
Kingman,. Arizona, which did not follow changes in El Segundo Refinery base 
prices, except the instance next described, which was effective for only two days. 

(b) On November 26, 1915, District Sales Managers, including Mr. Balsley, 
were instructed by the San Francisco Home Office to advance the price on gaso- 
line and naphtha Ic (Exhibit 2-4). On November 29, 1915, the Home Office was 
advised that through an error in translation of the code telegram, the price on 
engine distillate had also been advanced by the Arizona District Sales Manager 
and that this advance had remained in effect for one day only, the error being 
corrected immediately. The Home Office noted the error and approved the 
correction. (Letter December 2, 1915, Exhibit 2-6.) 

Thus it appears that there was no price change at Kingman, Arizona, during 
the period mentioned which did not follow changes in the El Segundo base price, 
except the single instance of a reduction of Ic effective July 1, 1915,' to meet the 
competitive hauling conditions at that point. 

[Exhibits 2-1 to 2-6 attached.! 



Phoenix, Abiz., June 17, 1915. 

Subject : • 

Conditions at Kingman, Arizona. 

Mr. H. T. Habpeb, 

Standard Oil Bldg,y 
Swn Francisco, Cal. 

Deae Sir: We have enjoyed a large percentage of the available business at 
Kingman since opening our station thru the co-operation of Tarr & McComb 
Lovin & Withers and the United States Stores Co. 

When the Unon Oil Co. opened their Station last Fall, the Arizona Stores Co. 
diverted their business to the Union. 

This gave us about 75% of the business, the balance going to the U. O. Co. 

Thru some misunderstanding with the U. O. Co. the Ariz. Stores Co. severed 
their business relations with the Union recently, giving us the business. This 
placed the Union in such a position that they necessarily had to go after the 
consuming trade. 

They have placed in operation at Kingman this past week a 3i ton combina- 
tion tank wagon and package truck. They are going to sell to the Mines and 
to the consuming trade direct, and are, also, in a position to deliver. Un- 
doubtedly they will deliver at about actual cost, which will further decrease the 
cost of oils to the consumer in the outlying districts, as Tarr & McComb and 
Lovin & Withers have charged a rather excessive rate for hauling. 

I am giving you all of this information so that when I write again, you will 
be armed with the facts. 

It would seem policy for us at the present moment to sit tight and await de- 
velopments, as we have all of the large interests on our side, — and still in the 
writer's opinion it would indicate that it is only a question of time before the 
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Union will secure the largest percentage of the business thru the fact that they 
-vrill sell direct at the list price and do the hauling at a nominal figure. 

At this date some of our larger interests there have asked for a better dif- 
ferential, so that they would be able to meet the Union's competition. The list 
prices at Kingman will hardly stand for another increase as it would put King- 
man open to competition from Los Angeles by doing so. 

I will keep in close touch with this situation and make my recommendatioDi>^ 
after sifting the matter down a little further. 

The truck whicli was placed in operation is a combination 31 ton Velie with 
a 800 gallon tank arranged so that it can be taken from the bed and the Truck 
used for case and barrel deliveries. 
Yours very truly, 

JEB-E J. E. Balsley, 

. • District Sales Manager, 

[Exhibit 2-1] 



R-977 

Phoenix, Abiz., June 26, 1915. 
Subject : 
"> Conditions at Kingman. 

Hr. H. T. Habpeb, 

Standard Oil Bldff,, 

San Francisco, California. 

Deas Sib : Referring again to conditions at Kingman : 

The writer has just returned from that field, and finds a rather perplexing 
situation there. 

It is apparent that the Union Oil Oo. have lowered the list price at Kingman 
li^ per gal; The present price condition cannot be construed any other way, 
JELS they are selling to every small consumer, merchandise house, and Mining 
Company at our Dealer's price, which is 1^^ ojff list on iron barrels and cases. 

On top of this cut in price they are making deliveries to the mines, etc., at 

about one half of the cost per ton of which Lovin & Withers, Tarr & McComh 

and the Arizona Stores charge. This gives the small owner the benefit of our pres- 

•ent dealers' price at Kingman, besides allowing them to enjoy a freight haul 

which figures about 2t per gallon less than what they have formerly paid. 

The country tributary to Kingman is not suitable for a truck, altho the oper- 
uting companies at Kin^an use short coupled wagons with as high as ten to 
sixteen mules to drag the loads over the mountains. The Union have been 
•experiencing a large amount of difficulty in making the trips ; In fact, the truck 
has refused to go over certain mountains, and they have had to pay exorbitant 
freight charges to the freighting companies to pick them up on the road and 
deliver the goods to the consumers. I feel confident in saying that to any 
wrell organized company their present business policy would not allow them 
to keep it up very long, provided they want to do business at a profit. They 
have made the boast to the interests at Kingman that they are going to do 
husiness if they are compelled to do it at a loss, and this is apparently what 
they are doing. Our dealers are selling our products at their cost price in order 
to meet the Union competition. This, of course, they will not be able to keep 
tup for any length of time. Tarr & McComb, Lovin & Withers and the Arizona 
Stores Co. all voiced their opinion that they wanted to still handle the business 
and buy our products, but aske<l for a differential under their present price so 
as to enable them to do business and make a small profit. 

There seems to be but two avenues open to us at Kingman : One is to lower 
our list price 1^^ per gal., giving the dealers their present differentials off list. 
This would enable the dealer to obtain a small profit, and I believe we would 
continue to secure a large portion of the business even though the freighting 
<!harge of these companies is higher than the Union's. 

I doubt if the Union will pursue their present freighting policy very long, 
unless they desire to lose money. 

The other avenue would be to establish a list price and go after the business 
-direct. This ivould be very costly way of doing business, as it would necessitate 
placing a salesman in the field to stay at Kingman permanently. We would 
iuive ;to buy him an automobile. We would be compelled in a certain measure to 
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extend credit to small mines that take all the way from six to nine months to . 
pay their bills. We would either have to purchase an auto truck to make deliv- 
eries, or would be compelled in a measure to meet the Union's laid down prices 
by employing freighting outfits. 

I w^ould like to secure for you concrete evidence of this price which the Union 
is making, and I believe I will be able to forward you some of their invoices in 
the near future. There is no question but what the price is correct, as we veri- 
fied it in many ways. 

It would seem that it is imperative for us to arrange price conditions at King- 
man so as to give the dealers their profit at once, or change our selling policy 
<?ompletely and go after the trade direct. 

I would be pleased to have your version of what you believe should be done, 
iifter reading the information which I have given you. 
Yours very truly, 

District Sales Manager 
JEB*B 

[ExHUiT 2-2.] 



R 977 

San Fbancisco, 'Cal., June 30, 1915. 

Subject : 
Conditions at Kingman. 

Mr. J. E. Balsuet, 
Phoenix, Ariz. 

Dear Sib : We have carefully gone into the matter relative to conditions at 
Kingman, as mentioned in your letter of June 28th, but cannot fully concur 
with you in your recommendations as to the reduction in price. 

Will suggest that immediately upon receipt of this letter, you reduce your 
prices at Kingman on Refined Oil, Red Crown Gasoline and Engine Distillate, 
both bulk and cases, 1^ per gallon and after complying with the above kindly 
advise this office the prices that will be in effect at Kingman. 

It is our impression that this reduction in price should meet the com- 
petitive conditions that exist, and at the same time allow a sufficient margin 
for the jobbers in that vicinity to handle our products. 

Kindly keep careful watch of the situation and advise us fully of any 
changes. 

Yours truly 

V. 

HTP:P 

[Exhibit 2-8] 



R-322 

San Fbancisco, Nov, 26, 1915. 

Subject: 
Changes in Prices. 

LA 

Sp 

Pt 

Se 

Ta 

Fr 

SD 

Px 

Ho 

Dear Sib: We have just wired you requesting you to put into effect an 
advance of 1^ per gallon in your prices on all deliveries of Red Crown Gasoline 
and VM&P Naphtha at all points, commencing to-morrow Nov. 27th, as per 
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confirmation herewith enclosed. This it will be noticed affects Red Crown 
Gasoline and VM&P Naphtha only. 

Please acknowledge receipt, advising prices in effect after complying with 
the above. 

Yours truly. 



GCJAfrB 

[Exhibit 2-4] 



Phoenix, Aeiz., .Vor. 20th, 1915, 

Advance in Prices. 

Mr. H. T. Habfeb, 
Standard Oil Co., 

San Francisco, Cal. 
Deab Sib : Referring to your telegram of the 26th inst. instructing us to 
increase the l^rice of Red Crown Gasoline and VM&P Naphtha 1^ all deliveries. 
In some unaccountable manner this message was translated as Red Crown 
Gasoline and Engine Distillate. Your telegram of the 27th advising us of our 
error, was received too late to make correction that day, and to avoid the 
general confusion of* corrected invoices and refunds on cash sales, we per- 
mitted an advance of 1^ per gallon on Engine Distillate to remain in effect 
for November 27th only, reducing same to original price, effective Monday the 
29th. Would ask, therefore, that this information be given to proper parties 
so that they may have information for checking our prices on Engine Distillate 
November 27th. 

Yours truly, 

J. E. Balsley 
TGT :FM 

[Exhibit 2-5] 



San Francisco, Dec, 2, 1915^ 

Subject : 
Advance in Prices 

Mr. J. E. Balsley, 
Phoenix, Arizona, 

Deab Sib : — We have your letter of the 29th ult. and note that you advanced 
your market prices on Engine Distillate at all points in your field 14 per gal- 
lon on Nov. 27th due to mistranslation of telegram; the advance, however, 
remaining in effect only one day. 

It is hardly necessary for us to suggest that translations of code telegrams, 
especially those relating to changes in market prices should be carefully 
checked, and we assume that you will take steps to insure this being done in 
the future. 

Yours truly. 



GCM:B • 

[Exhibit 2-6] 



CLASSIFICATION OF CUSTOMERS. 

Question 3. From December 10 to 13, 1915, instructions were sent to agents 
of the Standard Oil Co. and agents of its principal competitor containing sub- 
stantially the same classification of customers and the same differentials to be 
allowed each class off the retail price of gasoline and engine distillate. And 
letters of your competitor state that each company mutually promised the other 
to apply uniform differentials to favored classes of customers. During Decern- 
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ber, 1915, and January-May, 1916, the agents of the Standard Oil Go. and its 
principal competitor frequently conferred with each other and agreed upon the 
<:'lassification of certain large consumers. 

Answer. The instructions sei^t to Agents of Standard Oil Company December 
10th and December 13, 1915, classifying the trade and difterentails to be allowed 
each class of trade, merely summarized, for purposes of classification, rulings 
that had been made months before. 

On July 12, 1913 (Exhibit 3^1) the San Francisco Office directed all agents 
to apply certain differentials to garages, large stock companies and large manu- 
facturing concerns, on Red Crown Gasoline and Engine Distillate. On Sep- 
tember 8, 1914 (E^xhibit 3-2) all District Sales Managers were advised from 
the General Office to allow a differential of 24 on Red Crown Gasoline to 
garages and service stations and a differential of one cent off the list price to 
auto truck concerns and others who are using machines for business purposes. 

On September 11, 1914, Mr. Quinn the Los Angeles Agent (Exhibits 3-3) 
advised his salesmen in a circular letter,' of the differentials that had been 
authorized by the San Francisco Office. On February 4, 1915 (Exhibit 3-4) 
circular letter from the San Francisco Office to all agents, withdrew authority 
previously granted, to quote 24 per gallon off list price on Red Crown Gasoline 
to State Departments, Counties, Municipalities and United States Government 
and gave authority to quote one cent per gallon off to classes of trade enu- 
merated. On October 11, 1915, the General Office (Exhibit 3-5) instructed 
the Agents at Los Angeles, San Diego and Phoenix to change the difiterential 
on distillate from one cent to one-half cent on certain classes of trade. 

On December 10, 1915 (Exhibit 3-6) Mr. Quinn the Los Angeles Agent ad- 
vised that the differential of one cent per gallon off list price of gasoline should 
))e applied to fish canne^^es, as well as one<-half cent per gallon off list price of 
distillate. These people were obviously in the same class as those using motor 
trucks and automobiles in their business as to gasoline and were resellers as to 
distillate as they supplied the fishing boats. 

On December 13, 1915 (Exhibit 3-7), Mr. Quinn asked for authority to allow 
one half cent off on engine distillate to garages and filling stations for the 
rea^n that this class of trade was receiving similar discounts from other 
<*ompanies. 

On December 13, 1915, (Exhibit 3-8) Mr. Quinn directed a circular letter 
to all of his agents classifying the trade entitled to discounts on gasoline 
and engine distillate. This classification was merely a summary of classifi- 
cation that had originated months before and with additions of authority 
granted by the General Office between September, 1914, and September, 1915. 
is substantially the same classification that Mr. Quinn furnished to his sales- 
men in 1914. Letter of December 16, 1915, from the Greneral Office to Mr. 
Quinn (Exhibit 3-9) is also attached approving Mr. Qulnn's request of De- 
cember 13, 1915. that eaf^ne distillate be offered the garages and service 
stations at one half cent per gallon off list price to meet competitive con- 
ditions. 

Mr. Quinn's letter of December 13, 1915 (Exhibit 3-8) classifying his 
trade as to price differentials, first refers to garages and filling stations 
and including all resellers such as motorcycle agencies, repair shops, etc., 
equipped with self-measuring pump or sidewalk buggy so as to serve gasoline, 
is merely an elaboration of the instructions issued by Mr. Quinn on September 
11, 1914 (Exhibit 3-3) to all salesmen. In his letter of September 11, 1914 
(Exhibit 3-3) referring to service stations, he says he means those people 
who are catering to automobile trade on Red Crown Gasoline and Lubricat- 
ing Oil and In doing so have equipped themselves with self-measuring pump, 
sidewalk pump or gasoline buggy. Hardware stores, grocery stores and gen- 
eral merchandise stores entitled to one cent off when without self -measuring 
pnmp as shown in the letter of December 13, 1915 (Exhibit 3-8) varies but 
little from Mr. Quinn's instructions of September 11. 1914 (Exhibit 3-3) in 
which he classifies grocery stores and hardware stores who buy gasoline to 
resell but do not operate wheel buggy or sidewalk pump, as entitled to one 
cent off the list price. Industrial plants, motor truck operators, stage lines, 
taxicab companies entitled to one cent off as per Mr. Qulnn'g letter of De- 
cember 13, 1915 (Exhibit 3-8) is the authority as conveyed in the General 
Office letter of September 8, 1914 to all District Sales Managers (Exhibit 
^2) in which they are instructed to allow Auto Trucking (Concerns and 
others who are using machines for business purposes, one cent per gallon off 
prevailing market prices. Municipalities, consisting of State and County 



146 PACIFIC COAST PETBOLEUM INDUSTBY. 

Business, Governm^it and State, Mr. Quinn's letter of December 13, 1915 
(Exhibit SrS) shows entitled to a differential on gasoline and engine distil- 
late. This was under authority from the General Office under letter of De- 
cember 14, 1915, directed to all agents (Exhibit 8-^) and authority from the 
General Office (Exhibit ^5) to agents at Los Angeles, San Diego and Phoenix. 
There was no understanding or agreement on the subject of classifications 
and the classification of December 1915 was purely a summarization of classi- 
fications theretofore made. 

[Exhibits 3-1 to 3-9 attached.] 



R-524 
San Francisco, Cal., July 12, 1913 

Subject : 

Orders or contracts — Red Crown Gasoline & Engine Distillate. 

All Agents (Except Nome) 

Deab Sib: It has been your custom for some time past to accept orders or 
contracts for Red Grown Gasoline and Engine Distillate at a fiat price. We 
will ask that immediately upon receipt of this letter you discontinue this 
practice and accept orders or contracts for Red Oown Gasoline from garages 
at 14 off your prevailing market price at the time of delivery. From large stock 
companies and hirge manufacturing concerns, where necessary, at ^t off your 
I)revailing market price at the time of delivery. 

' As to the Engine Distillate, it is the intention as well to accept these orders 
under the conditions outlined above, and they should be taken only at K 
off your prevailing market price at the time of delivery. 

If there should be an occasion where conditions are such as to render it neces- 
sary to make better quotations than stated above, before giving definite answer 
to your customer l^indly take up the matter with this office. 

We do not wish at any time to accept orders for these products iat a fiat price, 
and it is our impression that conditions are such that you will be able to secure 
a maximum amount of business on the plan as outlined above. 

Please acknowledge the receipt of this letter and advise if the same is fully 
understood. 

Yours truly, 

r 

HTP : P 

[Exhibit 3-1.] 



R 322-1002 
San Fbancisco, Cal., SepL 8, 1911 

Subject : Reduction in Price — Red Grown Gasoline 

All Distbict Sales Managebs, 

Deab Sibs : Referring to recent advice of reduction of 10 per gallon in price 
of Red Crown Gasoline : Would advise that whenever necessary you may allow 
Garages and Service Stations a price of 20 per galhm off your prevailing mar- 
ket price on Red Crown Gasoline. You may apply this price without the neces- 
sity of making a contract. 

As to the auto trucking concerns and others who are using machines for busi- 
ness purposes : You may allow on Red Crown Gasoline It per gallon off your 
prevailing market price, no contract required. 

In applying these prices, it should be your particular aim to secure the busi- 
ness of concerns who are likely to purchase a good gallonage, and also those 
who are in a position to either buy for cash or to settle their accounts shortly 
after the monthly delivery period. 

It certainly seems that with the reduction in price we have mentioned, and 
with this leeway we are now granting you for marketing Red . Crown Gaso- 
line, you should be able to rapidly increase your sales of that product, and it 
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should be only a short time before you are able to fully overcome existing com- 
petitive conditions. 

Regarding the contracts that are now in force with Gai;^ges : Of course, this 
price will apply to them as well, but at their expiration it will not be necessary 
to renew them unless you are advised to do so at a later date. 

If these instructions are not fully understood, kindly advise. 
Yours truly, 



HTP : P 

P. S. This is to be effective at once. 



[Exhibit 3-2.] 



STANDARD OIL COMPANY 

Los Angeles, Cal. Sept 11, 191J^ 
All Salesmen: 

Deiab Sib: Please be advised that the following are the differentials to be 
allowed certain trade on Red Crown Gasoline. 

To eliminate any possibility of error in applying these prices we wish to 
state that you be very particular in applying the correct price to the correct 
class of trade. 

The differential of 2t off your list price applies to Garages, Service Stations 
and Peddlers. 

The term ** Garage " we trust is distinctly understood. 

By " Service Station " we mean those people who are catering to automobile 
trade on Red Crown Gasoline and Lubricating Ofl, and in doing so have 
equipped themselves with a Self Measuring Pump or Sidewalk Pump or a 
Gasoline Buggy. 

" Peddlers " are as the name Implies. 

The names of all Peddlers in your field who are entitled to the 2^ should 
be on file at this office before extending this price. 

Grocery stores and Hardware Stores who buy gasoline to resell, but do not 
operate a Wheel Buggy or Sidewalk Pnnip to handle the gasoline trade, are to 
be allowed 1^ off your list price. This, regardless of the quantity they may use. 
Those people operating Motor Trucks are entitled to 1^ off list price. To all 
others your list price prevails. 

We wish it distinctly understood that the above mentioned differentials do 
not change your open list price. We trust that this matter is now thoroughly 
understood. 

Yours truly, 



LALr-VB 
DA #127 

[Exhibit a-31 



cc for Mr Maile : 

Portland 

Seattle 

Tacoma 

Spokane 

Honolulu Febbuaby 4, 1915 

San Francisco 

Oakland R. C. Gasoline Quotation — State Departments, Coun- 

San Jose ties, municipalities and U. S. Government. 

Stockton 

Fresno 

Sacramento 

Phoenix 

San Diego 

Los Angeles 

Deab Sib : Referring to our letter of September 23, 1914, in which you were 
given permission to quote Red Crown Gasoline on State Department, County 
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and Municipal bids at 20 per gallon off the prevailing market price at the time 
of the proposal ; 

May we ask that you kindly cancel these instructions, and until further 
advised on these proposals, offer Red Grown Gasoline at a flat price based on 
It per gallon off your prevailing market price on the date of the proposal. 

We are referring particularly to requests which you are continually receiv 
ing for small quantities, so should you receive requests for prices from any of 
those mentioned above, which you believe would require special consideration. 
will ask that you take up the matter with this office before quoting. 

These instructions will also cover bids and quotations to the United States 
Government, which come to you direct, without passing through this office. 

Will you kindly advise if this letter is fully understood. 
Yours truly. 



HTP:P 

P. S. This will not make any change In the instnictions we have issued regard- 
ing prices at which to bid on Engine Distillate. 

[Exhibit a-4] 



R-5W 
October 11, lOl'^ 
Bids to Municipal Bodies 
Los Angeles 
San Diego 
Phoenix. 

Deab Sib: Under authority from this office, you have in the past submitted 
bids and made prices to municipal bodies for furnishing Engine Distillate on 
the basis of 1^ below our market price at point of delivery. 

Will you kindly consider this authority withdrawn, and in the future submit 
bids and quotations to the class of trade mentioned for Engine Distillate on 
the basis of ^t below our market price at point of delivery. In cases where. 
in your opinion, a special reason, such as quantity involved, exists for makin? 
an exception to this rule, you are of course at liberty to take the matter up 
with us. 

The above does not affect Government and State business which, you may 
continue to handle on the same basis as heretofore, namely It below our ruling 
market price. 

Kindly acknowledge receipt. 
Yours truly, 



GCM-B 

Coiiy to Mr. Haskell 

[Exhibit 3-5] 



Standabd Oil CJompany 
1727 San Fernando Street 

Los Angeles, Cal. Dec. 10, 1915. 
■ Dear Sib : In another letter to-day I gave you classification of trade and 
differentials to apply thereto which applies to other than marine business. 
Therefore in addition to the letter above referred to, you can allow 1^ per gal 
Ion off list price on Gasoline to the various fish canneries, and It per gallon off 
list price on Distillate. 

All boats will be list price on Gasoline, and list price on Distillate, irrespec 
tive of class of boat or quantity taken. 

In view of the above may I ask that you kindly take this matter up wtb 
the cannery people at any early date, explaining the price to them and the 
differentials, but take no contracts either on Distillate or Gasoline. 
Yours truly, 

JLQ/D 

[Exhibit a-6] 
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Los Angeles, Cai,., Dec, IS, 1915 
Price — Engine Distillate. 



Personal 



Mr. H. T. Habpeb, 
San Francisco, Col. 
Deab Sib : When I was in San Francisco last I took up with you relative to 
allowing a differential on Engine Distillate of it per gallon off to such 
customers that were receiving similar discounts from other companies so as to 
sustain our gallonage. 

It is the custom in this field for all other companies to allow H V^r gallon 
off on Engine Distillate to garages and filling stations. I am attaching copy 
of a letter that I have written all salesmen and agents throughout the field. 
I would request that we he permitted to allow the garages and filling stations 
^t per gallon off without contract, as indicated in my letter. 

In addition to this letter I am attaching copy of another letter that I have 
written those in charge of sub-stations where boat business is done. 
This will stabilize our prices and I trust meets with your approval. 
Yours truly, 

(Sgd) J. L. QuiNN 

JLQ:D 

[Exhibit a-7] 



Standabd Oil Company 

Los Angeles, Oaup,, Deo, IS, 1915. 

Deab Sib: At some points ^ome of our Agents have misunderstood our 
rulings on classification of trade and the differentials that apply thereto, and 
in order that there should be no misunderstanding in the future, I am pleased to 
give you below the following: 

Red Crown Engine 

Oasolme Distillate 

per Gallon 
Off Ust at daie of delivery 

Garages 2^ 1/2? 

Filling Stations 2^ 1/2^ 

(By filling stations you will interpret our ruling to mean regular- equipped 
service stations, as well as Motorcycle Agencies and Repair Shops, Automobile 
Agencies, Accessory Stores, Hardware Stores, Grocery Stores, all of which have 
either a self-measuring pump or sidewalk buggy on the outside of their building 
so as to serve Gasoline direct from the pump to the machine.) 

Oasoline Eng, Distillate 

Hardware Stores 1^ Without S. M. Pump List 

Grocery Stored 1^ " " " " 

General Merchandise Stores 1^ " " " " 

Industrial Plants 1^ List 

Motor Truck Operators 1^ " 

Stage Lines 1^ " 

Taxicab Companies, etc 1^ " 

Municipalities consisting of towns, city 

and county business 1^ 1/2^ 

Government & State 1^ 1^ 

To such trade as tractor operators, pumping plants of. all kinds and sizes, 
auto owners and all trade not listed above will be list price on Gasoline, and list 
price on Engine Distillate. 

The above ruling is mandatory and must be put into effect at once with the 
exception of where we have contracts out that are below these prices, and if 
there are any contracts in effect in your field, kindly send us a list of them so 
we can check them with our office records, and this at your earliest convenience. 

Kindly aclmowledge receipt. 
Yours truly, 

[Exhibit 3-8] 
80771''— 22 11 
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R-^77-130 

San Fbancisco, Dec, 16, 1915, 

Subject ^ 

Special Prices to Trade. 

Mr. J. li. QuiNN, 
Las Angeles, CaL 

Deab Sir: — ^We have your letter of the 13th inst. (JLQ-D) on the subject of 
"Price — ^Engine Distillate." We have noted the differentials which you are 
allowing various classes of trade on Red Crown Gasoline and Engine Distillate, 
and in view of the conditions existing in your field, we approve of the same. 
You will, of course, report these concessions on the non-contract price advice 
cards as they are put into effect 
Yours truly, 



GCM:B 

[Exhibit 3-0] 



IMPERIAL VALLEY WATER COMPANIES CASE. 

Question 3-a. Among the agreements on identical classifications and price 
differentials were those covering the water companies in the Imperial Valley in 
May, 1916, in which case the agents of each company were instructed about the 
same date to allow the water companies a differential of one cent per gallon 
off the list price of gasoline and one-half cent per gallon off engine distillate. 

Answer : In spite of diligent search we have been unable to locate any rec- 
ords showing the price differentials allowed by this Ck)mpany to Water Com- 
panies in the Imperial Valley during May, 1916. We are continuing the search 
for this record. 

Our records do show that in June, 1916, prices were authorized to Imperial 
Water Companies: 2^ off our market price, date of delivery, on Red Crown 
Gasoline, and It off our market price, date of delivery, on engine distillate. 
These differentials were made to meet competitive prices. 

By reason of the lapse of time that has intervened, our agents have no 
independent recollection of these matters, except that there was no agreement 
or conference on the subject at any time between this Company and any 
competitor. 

DAN EMMET CASE. 

Question 3-b. It was agreed that Dan Emmet, in the Ventura, California Dis- 
trict was not entitled to a differential from the retail price; 
. Answer : Our records show that we sold goods to Dan Emmet but we are un- 
able to locate the price records. Either Dan Emmet came within the classification 
which entitled him to a differential from the list price, or he did not fall 
within such classification and as a consequence received no differential. There 
were many occasions when tank wagon drivers extended differentials to cus- 
tomers who were not entitled to differentials and when the auditing check of 
the transaction was made, either in the main agency or the San Franciso 
Office, and it was found that differentials to which customers were not entitled 
had been made, the driver was promptly instructed to withdraw these differ- 
entials. 

CAFl^S AND RESTAURANTS CASE. 

Question 3-c. During January and February, 1917, the Standard and its 
competitor agreed to discontinue the practice of allowing restaurants and cafes 
in the El Centro, California district a differential of one-half cent per gallon 
off the list price for engine distillate. 

Answer: Effective February 1, 1917, the Los Angeles agent of the company 
discontinued the special price of H per gallon on engine distillate theretofore 
allowed the various restaurants throughout the Imperial Valley, and so notified 
the Home Office. (Letter dated January 31, 1917, from* J. L. Quinn to H. T. 
Harper, Exhibit 3-C-18). Mr. Harper, the Sales Manager, immediately re- 
quested the reason for withdrawing the special price saying "We are especiall.J; 
interested inasmuch as you had previously recommended this allowance" 
(Letter from H. T. Harper to J. L. Quinn, February 2, 1917, Exhibit 3-C-19). 
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To this Mr. Quinn replied that he withdrew the price because the Union Oil 
Company had notified its restaurant trade that thereafter all distillate would be 
list price and that the special price had been withdrawn " as It was no longer 
necessary to meet that competition." (Letter J. L. Quinn to H. T. Harper, Feb- 
ruary 7, 1917, Exhibit 3-O-20). This met with a sharp response from the 
General Sales manager. He advised Mr. Quinn 

"there is nothing else for vs to do but to approve what you have done, 
however, this has been handled in a manner entirely contrary to our 
policy in connection with the matter of special prices. you should set 
forth when you wish to have price changes considered, your reasons for 
desiring such change. it is our wish that in the future, before taking 
any action with regard to changes in prices or withdrawal of special 
prices you refer the matter to this office for our decision.** (letter h. t. 
Harper to J. L, Quinn, February 9, 1917, Exhibit S-021). 

There was no agreement between the Standard Oil Company and any com- 
petitor for the discontinuance of the special price In question. Mr. Harper*s 
letter of February 2nd asks the local sales agent why he wanted the special 
price withdrawn and expressed himself as specially interested because the 
allowance had been made on the special agent's recommendation. The special 
agent's action in withdrawing the special price without previous authority and 
upon sufficient reason given therefor to the Home Office was sharply disap- 
proved. The allowance in question had originally been made to meet a competi- 
tive condition. This is disclosed in the attached correspondence. 

In Mr. Qulnn*s letter of October 24, 1916 (Exhibit 30-1), lie caUs attention 
to the fact that the Union Oil Company is allowing 1/2^ off the market price to 
restaurants in the Imperial Valley which use approximately from 5,000 to 6,<X)0 
gallons per year, and Mr. Quinn asked permission to meet this reduction. 
Under date of October 26, 1916 (Exhibit 3-C-2), he was authorized to ar- 
range to supply restaurants .in the district mentioned with engine distillate on 
the basis of the 1/2^ below market price. He was directed to furnish a list of 
the concerns in the Imperial Valley to whom this special price would be ex- 
tended (Harper to Quinn, Exhibit a-C-2). Under date of November 13, 1916, 
Mr. Harper again called for the list of restaurants which were to have this 
special price (Harper to Quinn, Exliibit S-C^A). By letter dated November 16, 
1916 (Exhibit 3-0-7), Mr. Quinn furnished the list of restaurants to receive 
this price concession (Exhibit 3-C-6). The Auditors of the Company at the 
Home Office were notified accordingly (Exhibits 3-0-8 and 3-C-9). Under 
date of November 28, 1916 (Exhibit 3-O-10), Mr. Quinn was advised that con- 
cessions of this nature should be handled In the form of a special price and he 
was directed to refer any future allowance which he desired to make to the 
Home Office for authority. 

Under date of December 7, 1916, Mr. Quinn requested authority from the 
Home Office to allow restaurants in the field "irrespective of the Imperial 
Valley** using 6,000 gallons of engine distillate per year 1/2 ^ off the 
market price because the Union Oil Company was making such allowance 
(Exhibit 3-C-ll). By letter dated December 11, 1916 (Exhibit 3-C-12), he 
was advised that the Home Office was unwilling to extend this concession to 
sections " other than those affected by your recent authority.*' 

By letter of January 10, 1917 (Exhibit 3-<:-14), Mr. Quinn requested 
authority to extend the Imperial Valley restaurant price concession theretofore 
granted to restaurants listed at the Home Office to other restaurants in the 
Imperial Valley, as per list enclosed by him (Exhibit 3-C-13). This authority 
was given to him by letter dated January 17, 1917 (Exhibit 3-C-15). 

By letter dated January 24, 1917 (Exhibit 3-C-16), Mr. Quinn requested 
authority to extend the 1/2 ^ allowance to Harry Kent who operated a res- 
taurant in Imperial Valley and who consumed approximately 6,000 gallons 
of engine distillate per year. This request for authority was granted under 
(late of January 26, 1917 (Exhibit S-G-17). There followed Mr. Quinn's 
unauthorized discontinuance of the reduction in question, the Inquiry from 
the Home Office why he made it, and the criticism of the Home Office of his 
action in making it without authority. It is submitted that no situation could 
more clearly disclose the complete control which the Home Office insisted on 
exercising. In respect to prices in the various districts than this correspondence. 
That the Home Office could not have been advised of any understanding in 
respect to the discontinuance of the allowance in question is plain on the 
face of the correspondence (Exhibits 3-C-18 to 3-C-21 inclusive). 
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Mr. Quinn denies emphatically that he discontinued the allowance in pur- 
suance of any understanding with the Union Oil Company, and states that he 
thought he could properly discontinue the allowance when he found that the 
Union Oil Company was withdrawing the concession, because he had been 
permitted in the first instance to make the concession in order to meet the 
Union Oil Company's competition. This action was contrary to Home Office 
orders and to the policy of the Company. 

[Exhibits 3-C-l to 3-C-21 attached] 

Standabd Oil Company 

Los Angeles, Cal. Od, 24, 1916. 

Price— Engine Distillate. 
Mr. H. T. Habpeb, 

Most of the restaurants in the Imperial Valley use Engine Distillate for faeL 
The Union Oil Co. are allowing them ^t P^r gallon off the market price due to 
the quantity they are using, as they use approximately 5000 to 6000 gallons per 
year, and I would recommend that we be permitted to meet this competition, 
as there are a dozen or more of these large concerns who are purchasing through 
the Union Oil Company at this time for the reason that they are allowing 
them i0 below list price. 

Appreciating your consideration of the above, I am, 

J. L. Qthnn 

JLQ/D 

[Exhibit 3-C-l] 



R-477-130 
San Fbancisco, Oct, 26, 1$16 

Subject: Prices to Restaurants, Imperial Valley 

Mr. J. L. Quinn, 

Los Angeles, Cal. 

We have your letter of the 24th, JLQ/D, on the subject of restaurants in the 
Imi)erial Valley using Engine Distillate for fuel, their requirements amounting 
to approximately 6,000 gallons per year. 

We note also that the Union Oil Co. are allowing this class of trade H off 
the market price. 

You may arrange to supply restaurants in the district mentioned with Engine 
Distillate on the basis of H below our market price at time and place of de- 
livery. 

Please furnish us with a list of the concerns in the Imperial Valley that >vill 
be extended this special price. 

H. T. Harpeb 

GCM:M 

[Exhibit 3-C-2] 



Rr^77-130 
San Francisco, Nov, IS, 1916. 

Subject : Prices to Restaurants, Imperial Valley 

Mr. J. L. Quinn, 

Los Angeles, Cal. 

Please advise if you are now in position to reply to our letter of October 26th, 
on the subject of restaurants in the Imperial Valley using Engine Distillate 
for fuel, and to give us the information requested. 

H. T. Harper 
HSM:M 

[Exhibit 3-C-4] 
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Standabd Oil Company 

477-130 
Los Angeles, Noi^, 16, 1916 

Prices to Restaurants, Imperial Valley 

Mr, H. T. Habpeb: 

We are in receipt of your letter of November 13th, file R-477-130, asking if 
we are in position to fumisli lists of restaurants in the Imperial Valley using 
engine distillate for fuel. 

Kindly be advised we expect to have this list completed today and will get it 
oflC to you this evening. ^ 

J. L. QuiNN 

[Exhibit 3-C-5] 



CONCERNS OB INDIVIDUALS IN IMPEBIAL VALLEY USING SIX THOUSAND GALLONS OR 
MOBE DISTILLATE FEB YEAB FOB FUEL FUBPOSES, ENTITLED TO PBICE CONCESSION 

Calexioo, Col. . Brawleyy Cat. 

Border Bakery Co., Bungalow Hotel, 

The Fountain Cafe, Popular Cafe, 

The Oyster Loaf Cafe, Al & Jacks' Cafe, 

Palace Sunrise Restaurant, 

HolMlle, Cal. Fritz's Cafe, 

National Hotel, 

County Club Restaurant, Sanitary Bakery. 
Victoria Cafe, 
Holtville Bakery, Imperial, Cal. 

El Ceniro, Cal, American Bakery, 

Home Bakery, 
Main Chop House, Shamrock Cafe, 

Broadway Chop House, Saddlerock Cafe, 

Guy McMaiii& Valley Cafe. 

[Exhibit 3-C-6] 



Standard Oil Co. 

Los Angeles, Nov. 16, 1916, 
Prices to Restaurants in Imperial Valley R-477-130. 

Mr. H. T. Habpeb: 

Replying to your letter October 26th above file and subject requesting that we 
furnish you with a list of the concerns in the Imperial Valley using engine dis- 
tillate for fuel, their requirements amounting to approximately six thousand 
gallons per year and being entitled to price concession of ^^ below market price 
at time and place of delivery. 

Kindly be advised that we are herewith enclosing the list of these concerns 
and trust this is the information wanted. 

J. L. Quinn. 

HEH-N 

[Exhibit 3-0-7] 
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Rr-477-130 

San Fbancisco, November 28, 1916. 

Subject : 
Prices to Restaurants, Imperial Valley. 

Mr. H. K. Fletchkb: 

Attention Mr. Haskell 

The Los Angeles Agency has been authorized to record special concession of 
1/20 on EiUgine Distillate requirements of the following accounts : 

Shamrock Cafe Imnprial, Gal. 

VaUey Cafe ^ 

Home Bakery 

American Bakery ** " 

Foot's Cafe 

Deliveries to the above will be made by the Imperial, Cal. Sub-Station, bill- 
ing being done by the Los Angeles Agency. 

H. T. Habpeb. 
HSM : CFK 

[Exhibit 3-C-8] 

11-477-130 
San Fbancisco, November 28, 1916. 

Subject : 
Prices to Restaurants in Imperial Valley. 

Mr. H. K. Fletcher : 

Attention Mr. L. T. Haskell 

Please be advised that we have authorized the Los Angeles Agency to extend 
a special concession of 1/2^ below our ruling market price at time of deliver)' 
on the Engine Distillate requirements of the accounts shown : 

Calexico, Cal., Sub-Station Braioley, Cal., Sub-Statiofi 

• 

Border Bakery Co., Bungalow Hotel, 

The Fountain Cafe, Popular Cafe, 

The Oyster Loaf Cafe, Al & Jack's Cafe, 

The Palace Cafe. Sunrise Restaurant, 

Fritz's Cafe, 
Holtville, Cal., Sub-Station National Hotel, 

Sanitary Bakery. 
County Club Restaurant, 

Victoria Cafe, Imperial Cal, Sub-Station 

Holtville Bakery. 

American Bakery, 
El Centro. Cal., Sub-Station Home Bakery, 

Shamrock Cafe, 
Main Chop House, Saddlerock Cafe, 

Broadway Chop House, Valley Cafe. 

Guy McMains. 

You will note that the various accounts are headed by the Sub-Station from 
which we intend making deliveries, billing to be done by the Los Angeles Agency. 

H. T. Habpeb. 
HSM-M 

[Exhibit 3-C-9] 



• 



PACIFIC COAST PETROLEUM INDUSTRY. 155 

R-477-130 
San Francisco, November 28, 1916. 

Subject : 
Prices to Restaurants, Imperial Valley. 

Mr. J. L. QuiNN : 

With further reference to our letter of November 13th above subject and 
file. 

We are in receipt of Price Advice Non-Contract cards taken out in the names 
of the following: 

Shamrock Cafe Imperial, Cal. 

VaUey Cafe 

Home Bakery 

American Bakery " " 

Foot's Cafe 

It was our desire that concessions to accounts of this nature be handled in 
the form of a special price. 

You will kindly make record of an allowance of 1/2^ on Engine Distillate re- 
Quirements of the above in your Special Price records, arranging to refer any 
further allowance you desire to make to this office for authority. 

Please acknowledge receipt, advising if this letter is thoroughly under- 
stood. 

H. T. Harper. 

HSM : CFK. 

[Exhibit 3-C-lO.] 



Standard Oil Company. 

Los Angeles, Cal., Dec, 7, 1916, 

Price to Restaurants, Imperial Valley. 

Mr. H. T. Harper. 

Kindly refer to your letter of October 26th, on the above subject, file 
R-477-130 : 

We find that the Union Oil Company are allowing all restaurants in this 
field who use approximately 6,000 gallons of Engine Distillate per year, this 
irrespective of the Imperial Valley, 1/2^ off the market price. 

Could we recommend that we be allowed to meet this competition throughout 
our field? We, of course, will advise you name of each party allowed the 
concession. 

Awaiting your advice, we are, 

J. L. QuiNN 
HAIi-McS. 

[Exhibit 3-C-ll.] 



R-477-130 
San Francisco, Dec, 11, 1916. 

Subject : 
Price to Restaurants, Imperial Valley. 

Mr. .T. L. QuiNN : 

We have your favor of Dec. 7th, HAL-McS, regarding the above subject. 

It is noted that the Union Oil Co. are allowing all restaurants in your field 
who use approximately 6,000 gallons of Engine Distillate per year special price 
of 1/2^ off the ruling market at time and place of delivery. 

In connection with your suggestion that a similar special price be offered by 
us, wish to say that we do not desire to extend same to sections other than those 
affected by your recent authority. 

H. T. Harper. 

HSM : M. 

[Exhibit 3-0-12.] 
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CaXipatria, Cat. Brawley, CaL 

S. B. Woodman, Star Restaurant, 

Milen & Sorrels, Park Cafe. 

C. S. McKinney. 

[Exhibit S-C-13.1 



Los Angeles, Jan. 10, 1917, 
Prices to restaurants in Imperial Valley. 

Mr. H. T. Habfer: 

Referring to previous correspondence above subject, your file Rr-477-Li and 
R_477_130. We are enclosing herewith an addition to our list sent you under 
date of November 16th of restaurants in the Imperial Valley using 6,000 gallons 
or more Engine Distillate per year and being entitled to concession in price. 

With further reference to yours November 28th, R-477-130, would kindly 
ask that you give us authority to make this concession in price on the list 
enclosed. 

J. L. QUINN 
HEH-N 

[Exhibit 3-C-14.] 



R-477-130 
San Francisco, January 11, 1917. 

Subject : 
Prices to Restaurants in Imperial Valley. 

Mr. J. L. Quinn: 

Replying to your letter of January 10, 1917, HEH-N, relative to the above 
subject. 

You may consider this your authority for extending a special concession of 
i^ below ruling market at time of delivery on Engine Distillate requirements 
of the following accounts: 

Star Restaurant Brawley, Cal. 

Park Cafe ^ 

Woodman, S. B Calipatria, Cal. 

Milen & Sorrels 

McKinney, C. S 

Please acknowledge receipt by forwarding Form Sales 364, in duplicate, 
obliging, 

H. T. Haspeb 
HSM-M 

[Exhibit 3-C-15.1 



Los Angeles, Jan. 24, 1917, 

Prices to Restaurants in Imperial Valley 

Mr. H. T. Habpeb : 

With reference to previous correspondence, under above subject, your File 
R-477-130, would request your authority to allow Mr. Harry Kent, Holtville, 
Cal., one-half cent off on engine distillate. 

Mr. Kent operates a restaurant and will use approximately six thousand 
gallons of distillate a year. 

J. L. QUINN 

JIS-N 

[Exhibit 3-C-16] 
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R-477-130 

San Fkancisco, January 26, 1917. 

Subject- 
Prices to Restaurants in Imperial Valley 

Mr. J. 'Li, Qxtinn: 

Replying to your letter of the 24th inst., JIS-N, relative to the above sub- 
ject : 

You may consider this your authority for extending a special price of i^ 
per galloo below ruling market on Engine Distillate requirements of Mr. Harry 
Kent, Holtville, Cal., who, we understand, operates a restaurant and will con- 
sume approximatey 6,000 gallons of Engine Distillate per year. 

Please acknowledge receipt by forwarding Form Sales 364, in duplicate, 
obliging, 

H. T. Habpeb 

[Exhibit 3-C-17] 



Los Angeles, Cal., Jan. 31, 1917. 
Prices to Restaurants in Imperial Valley 

Mr. H. T. Habpeb: 

Effective February 1, 1917 we have discontinued allowing special price of i^ 
per gallon off on Engine Distillate to various restaurants throughout the Im- 
perial Valley ; henceforth our price to them will be full list price. 

J. L. QUINN 
BLA.L-MCS 

[Exhibit 3-0-18] 



San Fbancisco, February 2, 1917. 
Subject- 
Prices to Restaurants in Imperial Valley. 

Mr. J. L. Quinn: 

We have your letter of January 31, HAL-McS, in connection with the above 
subject. 

It is noted, effective February 1, 1917, you will discontinue allowing special 
price of 1/2^ per gallon to the various restaurajits throughout the Imperial 
Valley, and as a matter of information would like to ask the reason for 
-withdrawing this special price. We are especially interested inasmuch as 
you had previously recommended this allowance. 

H. T. Habpeb. 

HSM-M 

[Exhibit 3-019] 



Los Angeles, Cal., Feb. 7, 1917. 
Prices to Restaurants in Imperial Valley. 

Mr. H. T. Habpeb: 

Replying to your letter of Feb. 2, R-477-130, on the above subject : 

The reason we withdrew this price was that the Union Oil Company have 

notified their restaurant trade that hereafter all Distillate to them would 

be list price. 
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In view of this we witlidrew our special price as it was no longrer necessary 
to meet that competition, and trust this meets with your approval. 

J. Li. Quinn. 
JLQ/D 

[BxHiBiT a-C-20] 



R-477-130 

San Francisco, Feb. P, 1911. 

Subject : 

Prices to Restaurants in Imperial Valley. 
Personal 

Mr. J. L. Quinn: 

Referring to your letter of Feb. 7th, with reference to withdrawing special 
price on Engine Distillate to restaurants in the Imperial Valley : 

There is nothing else for us to do but to approve what you have done. 
However, this has been handled in a manner entirely contrary to our policy 
in connection with the matter of special prices. You should set forth, when 
you wish to have price changes considered, your reason for desiring such 
change. 

It is our wish that in the future, before taking any action with regard to 
changes in prices or withdrawal of special prices^ you refer the matter to this 
office for our decision. 

H. T. Harper. 

HDG:M 

[Exhibit 3-C-21] 



FOLSOM CASE. 

Question 4-a. In August 1913, it was agreed that "the laid-down price at 
Folsom should be one cent above Sacramento prices" (See letter Aiip. 9, 
1913, from G. H. Mayer to H. T. Harper). 

Answer: A letter of August 9, 1913, (Exhibit 4-A-l), written by G. H. 
Mayer, at that time the Sacramento Agent of Standard Oil Company, to Mr. 
Harper is referred to. The letter was in reply to one dated August 7, 1913 
(Exhibit 4-A-2) written to Mr. Mayer by Mr. Maile chief clerk for Mr. 
Harper, Manager of the Sales Department, which letter, in turn, referred to 
a report of August Ist: 

" The customers at Folsom are complaining because the Union Oil Com- 
pany tank wagon is selling Water White oil at 19^ and gasoline at 16<, or 
4^ less than our laid down prices.** 

Mr. Mayer, in the same letter, was requested to verify the statement made 
in this report, and advise the San Francisco oifice in regard to the same: 
also, at what prices refined oil, gasoline and engine distillate were being sold 
by auto tank wagons operated by other parties at the points named above. 
To this Mr. Mayer replied in the letter noted by the Federal Trade Commis- 
sion that the prices quoted in the report were dbrrect. Mr. Mayer proceeds 
to inform the San Francisco Office that: 

** Some time ago the Union Oil Company's representative had the matter 
up with the writer." 

This was obviously the first intimation that the writer had ."had the 
matter up " with the Union Oil Company. He proceeds 

"and we, in turn (i. e., had the matter up) with you and got your au- 
thority to make a laid down price at Folsom 1^ above Sacramento prices." 

He proceeds to say: 

"They adhered to this arrangement until recently, and as their word is 
not to be relied upon, we would suggest, with your approval, that the price 



PACIFIC COAST PETROLEUM INDUSTRY. 159 

at this point be again made 1^ below (he means "above") our Sacramento 
prices." 

The suggestion contained in this letter that Mr. Mayer "had made an ar- 
rangement" with the Union Oil Company, or that he had "had the matter 
up" with their representative, led to Mr. Mayer's rwnoval from the Sales 
Department. He was transferred to the Gteneral Office at the close of the 
following month and is now with the Producing D^artment of the Com- 
pany. His action was a direct violation of the instructions of the Home 
Office and of the entire policy of the Company. Mr. Mayer got authority to 
make a laid down price at Folsom 1^ above Sacramento prices. The fact 
that he obtained this authoriiy pursuant to an " arrangement," which he 
later reported to have made with the representative of the Union Oil Com- 
pany, was unknown to the Directors. The disapproval of his conduct was 
emphasized to him by his transfer from the Sacramento office. That Mr. 
Mayer's reported " arrangement " with the Union Oil Company in respect to 
the laid down price at Folsom prior to August 9, 1913, was not known to the 
Board of Directors of the Company is indicated by the correspondence be- 
tween Mr. Mayer and Mr. W. S. Miller, a Director of the Company in charge 
of its sales; to- wit, a letter from Mr. Mayer to Mr. Miller dated July 14, 
1913 (Exhibit 4-A-3), and from Mr. Miller to Mr. Mayer dated July 16, 1913 
(Exhibit 4-A-4), copies of which are attached. These letters contain a sharp 
complaint by Mr. Mayer that — 

"the Union Oil Company in the vicinity of Sacramento, by tank wagon 
delivery, undersell us i^ on gasoline and distillate, but at points like Folsom 
and Roseville, which we can not reach by tank wagon and they have no com- 
I)etition, they get the full price." 

Mr. Miller's r^ly of July 16, 1913, advises Mr. Mayer that he must ex- 
pect competitors to undersell the Standard Oil Company and tells him that — 

"You know, of course, you cannot buy a yard of silk at the same price 
you can a yard of muslin. You always have to take the actual value of the 
^oods into consideration." 

Mr. Miller was telling Mr. Mayer that the superior quality of the Standard 
Oil Company's goods should enable Mr. Mayer to meet competition with 
quality rather than by the cutting of prices. If there had been an arrange- 
ment between this company and the Union Oil Company, this correspondence 
would not have taken place. 

Mr. Mayer's recommendation in his letter of August 9, 1913, was not ap- 
proved and was not acted on. The attached copy of a letter from the Head 
office, dated October 30* 1913 (Exhibit 4-A-5), and addressed to Mr. D. G. Hill- 
man, who had been placed in charge of the Sacramento Sales Office in place 
of Mr. Mayer, shows that Mr. Mayer's recommendation was not approved or 
acted upon, and that the laid down- price at Folsom was maintained at It 
above Sacramento prices. The attached letters to and from Mr. Hillman, dated 
February 2. 1914 (Exhibit 4-A-6) and February 4, 1914 (Exhibit 4-A-7), show 
that the price was maintained at this differential until that date. 

[Exhibits 4-A-l to 4-A-7 attached.] 



Sacramento, Cal., August 9, 1913, 

Subject : 

Union Oil Co., selling Water White and Gasoline at H less than our laid 

down prices. 

Mr. H. T. Harper, 

Scm FranciscOf Cal. 

Dear Sir : In reply to your letter, R-323, of the 7th instant, relative to the 
above subject, please be advised that the prices given in Mr. Renwick's Report 
made by the Union Oil Company at these points is correct. 

Sometime ago the Union Oil Company's representative had the matter up 
with the writer and we in turn, with you, and got your authority to make a 
laid down price at Folsom 1^ above Sacramento prices. They adhered to this 
arrangement until recently, and, as their word is not to be relied upon, we 
would suggest, with your approval, that the price at this point be again made 
H below our Sacramento prices. 
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The Union Oil Company are not making delivery by Auto Tank Wagon at 

these points mentioned, but are having the products shipped in iron packages 

and dumped into their Tank Wagon and in this way they make their deliveries. 

There are no other parties operating Tank Wagons at the above named 

points as yet. 

Very truly yours, 

(Signed) G. H. Ma^yer. 

[Exhibit 4-A-l] 



San Francisco, August 7, 1913, 

Subject : 

Union Oil Co., selling Water White and Gasoline at i4 less than our laid down 

prices. 

Mr. G. H. Mayer, 
SacramentOy Cal, 

Dear Sir: We note from Mr. Renwick's report No. 174 of August 1st that 
customers at Folsom are complaining because the Union Oil Co.*s tant wagon 
is selling water white oil at 10 cents and Gasoline at 16 cents, or, ^ less than 
our laid down prices. 

We understand that the Union Oil Co. are making deliveries by auto tank 
wagon, not only at Folsom, but also at Mills, Natomas, and Routiers, at which 
points we are selling refined products at laid down prices. 

Will you kindly verify statement made by Mr. Ren wick and advise us in 
regard to same, also advise at which prices Refined Oil, Gasoline and Engine 
Distillate are being sold by auto tank wagon operated by other parties at the 
points named above. 
Yours truly, 

GCM-M. 

[Exhibit 4-A-2] 



STANDARD OIL COMPANY 

Sacramento, Cal., July 14, 191S. 
Subject. 

New prices on Naphtha products. 

Mr. W. S. Miller, 

San FranciacOy Cal, 

Dear Sir: in reply to your letter F-322 of the 11th inst. re above subject^ 
please be advised that the only comment that we have heard on the new pricef^ 
of Gasoline and En^^ne Distillate is that handlers of these products are very 
much pleased with the recent decline, and a number of the autoists have stated 
that the cheaper gasoline is, the more riding they can do. 

Quite a number of garages that we recently signed up under contract have at 
times used Gasoline sold by our competitors, and have freely admitted that the 
product we market is superior to any of the competitive goods. 

All of our competitors are not only meeting our prices, but are underselling 
us, especally to customers that are extensve users of these products. Jones & 
Carvel, who represent the American Oriental Company at Willows, are con- 
tinually underselling us one cent per gallon in this particular field. 

The Union Oil Company, in the vicinity of Sacramento, by Tank wagon 
delivery, undersell us one-half cent on Gasoline and Distillate, but at points 
like Folsom and Roseville, which we cannot reach by tank wagon, and they 
have no competition, they get the full price. 

The Monarch Oil Company are underselling us one cent to one cent and a 
half in practically all parts of our field, especially along the main line. Re- 
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lently they shipped two carloads of Gasoline to Lake Tahoe, underselling ns 
>ne cent and a half per gallon, although the writer has heard since, through 
some friends that have been up there, that they are dissatisfied with these prod- 
ucts, as they are not as satisfactory as ours. Consequently we are watching 
this very closely and are in hopes to get this business back again in the near 
future. 

We have had at least a half dozen carload orders canceled by customers who 
have never bought from anyone else, on account of our inability to make prompt 
shipment, owing to shortage of iron packages. Our competitors use this as a 
talking point, and also tell the trade that they can hold their packages for storage 
purposes just as long as they want to. 
Very truly yours, 

(Signed) G, H. Mayeb. 

[Exhibit 4-A-3] 



F322 

San Francisco, July X6, 1913. 

Subject 

New Prices on Naphtha Products 
Mr. G. H. Mater, 
Sacr€miento, Cal. 

Dear Sir : Yours of the 14th instant. New Prices on Naptha Products, re- 
ceived. 

We note you say that some of the garages have at times used Gasoline sup- 
plied by competitors and have freely admitted that our product is superior to 
the competitive goods. 

We also note that your competitors are meeting your prices and underselling 
you. I have just completed reading several letters from different stations on 
this same subject and all of them advise that competitors have met our prices 
but they have not heard of underselling so that your station is probably an 
exception. In any event, concerns like some of the smaller ones you have 
mentioned will undoubtedly undertake to get trade at prices less than ours but, 
you know of course, you cannot buy a yard of silk at the same price you can 
a yard of muslin; — ^you always have to take the actual value of the goods 
into consideration. 

I will say, for your information, that at one station where our comt)etition 
is much greater than at any other station on the Coast, last week we gained 
16,000 gallons on Gasoline, 700 gallons on VM&P Naptha and 9,000 gallons on 
Engine Distillate and during the month of June we gained 72 new customers. 
Of course this is a large station but the competition on Naptha products is 
much greater than at any other station we have on the Coast, our competitors 
in this particular district selling from i^ to 2^t less than our price regularly 
and still people are leaving them and coming to us. There must be a reason. 

The Union Oil Company will undoubtedly meet your prices and where they sell 
in carloads they will sell at the same prices you charge for carloads. You must 
expect this. The other two concerns you mention have not, so far, been very great 
competitors. One of them sold Gasoline on contract to several large garages in 
San Francisco at 2t less than the market but the garages that made these con- 
tracts are very glad to get rid of such contract as they have had a great deal of 
trouble, so they tell us, with the product and don't want any more of it. 

I note you have had orders cancelled on account of shortage of packages and 
that you have lost lots of customers. I would like to have you write me fully 
in regard to this and what the prospects are of supplying the trade with your 
new equipment. We cannot afford to let trade go on account of insufficient 
equipment unless it is merely a temporary proposition. 
Yours truly, 

W. S. M. 

WSM-A 

[Exhibit 4-A-4] 
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R-332-70 

San Fbancisco, Oct. 30, 1913. 

Subject : 

Prices for Auto Tank Wagon Deliveries 

Mr. D. G. HiLLMAN, 

Sacramento, Cal. 

Dear Sir: We understand from telephone communication from your oflSce 
that your new auto tank truck is now ready for use. Will you kindly put into 
effect the following schedule of prices for deliveries of Pearl Oil, Red Crown 
gasoline and Engine Distillate by auto tank wagon: 

Points Advance over Sa>Cramento Price 

Perkins H 

Mills i 

Mayhew ^ 

Fairoaks 1 

Antelope 1 

Roseville 1 

Folsom 1 

Orangevale 1 

Rocklin 1 

Loomis 1 

Lincoln 1 ♦ 

While we have given you prices for deliveries at Orangevale, Rocklin, Loomis 
and Lincoln, we wish to call your attention to the distance between these 
points and Sacramento, all of them being more than 20 miles from your main 
station, and would ask if you consider it necessary or advisable to serve these 
points by auto tank wagon. 

Awaiting your reply, we are 
Yours truly, 



GCM— M 

r Exhibit 4-A-5] 



Sacramento, Calif., Feb. 2, 19U. 
Subject : 
Points Reached by Auto Tank Truck. 

Mr. H. T. Harper, 

Sa/n Francisco, Cal. 

Dear Sir: Referring to your letter of January 29th on the above subject, 
you will tlnd herein a list of the different points and their distances from our 
Main station. Also the advance in price: 



Antelope 

Roseville 

Rocklin 

Lincoln 

Perkins 

Mayhew 

Mills 

Fair Oaks 

Orangevale 

Folsom 

Freeport 

Franklin 



Miles from 


Advance over 


Sacramento 


Sacramento prices 


13 


U 


17 


1 


21 


1 


28 


1 


3 


^ 


7 


^ 


10 


i 


18 


1 


20 


1 


21 


1 


8 


i 


14 


i 



J 
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I would recommend that our prices to Antelope, Roseville, Roeklin, Fair 
Oaks, Orangevale, and Folsom be reduced to i^ advance over our Sacramento 
prices. This on account of competitive conditions. 

Hoping that you will grant this concession at once, I am 
Very truly yours 

(signed) D. G. Hiixman 

[Exhibit 4-A-6] 



R-322-7(> 
San Francisco, Feb, 4, 1914, 
Subject : 

Points reached by auto tank truck. 

Mr. D. G. Hiixman, 
Sacramento^ Cal. 

Dear Sib: Your letter of the 2nd inst. on the above subject received. 

We note that competitors are making deliveries at Antelope, Roseville, Fair 
Oaks, Orangevale and Folsom by auto tank truck at l^ per gallon over market 
prices at Sacramento, whereas yon have been endeavoring to maintain schedule 
of It above your Sacramento prices on deliveries at these points. 

In view of existing conditions, we would suggest that you make your prices 
at these points on Refined Oil, Gasoline and Engine Distillate delivered by auto 
tank truck ^ above prices at Sacramento. 

We would also suggest that you make the same differential on deliveries 
at Lincoln. This will mean that all points served by auto tank truck from 
Sacramento will carry an advance in price of ^ over Sacramento, 

Please acknowledge receipt. 
Yours truly, 



GCM-A 

[Exhibit 4-A-7] 



SAN BERNARDINO-REDLANDS PRICE BOUNDARY. 

Question 4--b. Prior to December, 1915, the boundary between the territories 
taking the Redlands and the San Bernardino prices was agreed upon by the 
Standard Oil Co. and its principal competitors. 

Answer: Prior to December 1915, the company had no station at San Ber- 
nardino, and a station was not erected there until October, 1916. San Ber- 
nardino prior to the erection of the Station there, was served from Colton. 
The photographic copies of company's records covering a period from January 
1, 1914, to January 16, 1917, Exhibits 4b-l and 4b-2, show that Redlands was 
supplying a number of points and that during this period the boundary lines 
of the Redlands District remained unchanged. 

As regards Oolton which in 1915 was supplying San Bernardino, the boundary 
lines of the Colton District remained unchanged until the creation of the San 
Bernardino Station in October, 1916, when a number of stations theretofore 
supplied by Colton were transferred to San Bernardino because they were 
more readily reached from the latter than from Colton. 

The attached statement (Exhibit 4b-3), base prices El Segundo refinery 
on Pearl Oil, gasoline and engine distillate during the period Jan. 1, 1914 to 
Dec. 31, 1917, will show that the price changes at Colton and Redlands in 
every instance corresponded to the changes in the El Segundo refinery base 
prices. 
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There was no agreement on the subject. The boundary lines of the Red- 
lands district are the same today as they were in January, 1914 ; the Boundary 
lines of the Colton district remained unchanged until October 1916, when the 
San Bernardino station was erected, taking San Bernardino and some stations 
theretofore supplied from Colton out of the Colton district. There was no 
change in either district in the year 1915. 

The matter of price agreement is clearly refuted by the record which shows 
that prices moved only in harmony with El Segundo refinery base prices. 

[ExHiBns 4b-l to 4b-3 attached.] 
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El Seffundo refinery prices. 



Bee. 29, 1913... 
Jan. 1,1914.... 
May 20, 1914.. 
July 1,1914.... 
Oct. 22,1914... 
Jan. 1,1915.... 
Feb. 2,1915.... 
July 7, 1915. . . . 
Sept. 23, 1915.. 
Oct. 5, 1915.... 
Oct. 26, 1915... 
Nov. 27, 1915.. 
Jan. 5, 1916.... 
Feb. 7.1916.... 
Feb. 15, 1916... 
Apr. 6, 1916.... 
July 10, 1916... 
Oct. 19, 1916... 
Dec. 2,1916.... 
Dec. 22,1916... 
July 27, 1917... 
Aug. 9, 1917.... 
Oct. 13,1917... 
Dec. 31, 1917... 



Pearl oil 
bulk. 



9i 



R.C. gas- 
oline 
bulk. 



im 



14 
13^ 
12i 
12J 

12 
13 
14 
15 
16 
17 
18 
19 



20 



9 



20 



Engine 

distillate 

bulk. 



6At 



6 



9J 



10 

ii' 
"ii* 



[Exhibit 4-B-3.] 



LOS ANGELES-PASADENA PRICE BOUNDARY. 

Question 4r-c. Effective February 21, 1916, the prices of refined products at 
South Pasadena, California, were increased one-half cent per gallon above the 
Los Angeles prices and the exact boundary between South Pasadena and Los 
Angeles was fixed by the agents of the Standard Oil Co. and its principal 
competitor. 

Answer. South Pasadena was then within the Pasadena Agency and de- 
liveries were made from Pasadena to South Pasadena as far back as 1904 
and up until 1909 South Pasadena took the Pasadena prices. From 1909 to 
1916, the price at South Pasadena was reduced one-half cent per gallon below 
the Pasadena price in order to make the South Pasadena price the same as 
the Los Angeles price because of competition by companies who were delivering 
by tank wagons into the South Pasadena District, particularly because of a 
p:ood highway and because large gallonage was available and therefore attrac- 
tive from a Los Angeles competitive standpoint. This price condition continued 
as stated, substantially seven years when Pasadena prices were again restored 
in South Pasadena because the garagemen and dealers of Pasadena were 
criticizing the company for charging them one half cent per gallon more 
on Red Crown Gasoline than was charged garagemen and dealers at South 
Pasadena, thereby putting the South Pasadena garagemen and dealers in posi- 
tion to undersell the Pasadena dealers. This was particularly noticeable be- 
cause of the fact that deliveries to South Pasadena were made out of Pasadena 
tanks -and by the same tahk wagon that served Pasadena and In many in- 
stances on the same route. 

In the change of prices above noted, the company had no conference with 
any competitive company on the subject. 

PRICES AT TOPAXGA CANYON. 

Question 4r-D. In May, 1916, the price on refined petroleum products at 
Topanga Canyon was fixed at one-half cent per gallon above the Santa Monica" 
price by representatives of the Standard Oil Co. and its principal competitor. 

Answer. On May 10, 1915, see copy of letter attached (Exhibit 4-D-]), the 
Sales Manager at Los Angeles wrote to the General Sales Manager in San 
Francisco, that he would shortly be in a position to make full tank wagon 
loads of Red Crown Gasoline and Pearl Oil to Topanga for the account of 
.T. A. Craig and that he had arranged owing to the long haul, so that delivery 
would be made in full tank wasron loads at a price of one half cent above the 
Santa Monica price. On May 13, 1915, this price was confirmed to the Auditor 
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of the company as per copy of letter attached (Exhibit 4-I>-2i) and this differ- 
ential of one-half cent per gallon is still effective as of this date. There was 
no price differential change at this point in May 1916, and there was no agree- 
ment regarding the Topanga price with any competitor at any time. 

[Exhibits 4-D-l to 4-D-2 attached.] 



Standabd Oil Company 

Los Angeles, Calif., May 10, 1915. 

Price at Topanga — ^Red Crown Gasoline. 

Mr. H. T. Harper, 

San Francisco, CaUfomia, 

Dear Sir : We will very shortly be in position to make full tank wagon loads 
of Red Crown Gasoline and Pearl Oil to Topanga, for the account of J. A. 
Craig. 

This delivery will be made from Santa Monica station, and we have arranged, 
owing to the long haul, so that delivery will be made in full tank wagon loads 
at price of i^ above Santa Monica price. 

We might mention that Topanga is about 12 miles from Santa Monica. 
Very truly yours, 

(sgd) • J. L. QuiNN 

HALr-McS 

[Exhibit 4-D-l.] 



R-153 
San Francisco, May 13^ 1915. 

Subject : Tank Wagon Deliveries to Topanga from Santa Monica, 

Mr. H. K. Fletcher, 

Bmldinff, 

Attention Mr. Haskell. 

Dear Sir : Our Los Angeles District Sales Manager advises that tank wagon 
deliveries will be made to the Town of Topanga at one-half cent per gaUon 
above the regular market price in effect at Santa Monica. Will you kindly 
make record and oblige, 



Yours truly. 



[Exhibit 4-D-2] 



PRICES AT CASTAIC. 

Question 4-e : Jn January 1917, J. Ij. Quinn for the Standard Oil Co. and an 
agent of a competitor agreed that deliveries made to Castaic, California, would 
be one-half cent per gallon over the Saugus, California price. 

Answer: On October 14, 1916 in response to letter from the General Office 
Mr. Quinn furnished a statement of sub-stations showing points served by each 
station, together with the distance and differentials, also methods of delivering. 
The attached exhibit (4-E-l) shows Castaic as served from San Fernando 
Station at a charge of one cent over the San Fernando price. On March li 
1917 (Exhibit 4-E-2) Mr. Quinn the Los Angeles Agent in response to letter 
from San Francisco Office of March 5, 19i7 furnished the San Francisco Office 
certain advice with reference to instances where the Los Angeles record did not 
agree with the record in the Los Angeles Office, You will note that under San 
Fernando reference is made to " Castrar " which should be Castaic, and that the 
charge there is an advance of one cent over the San Fernando price. 

On April 21st, 1917, the Los Angeles Agent, Mr. Quinn, wrote Mr. Harper that 
he would no longer be able to secure the 1^ differential to cover tank wagoa 
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deliveries from San Fernando to Castaic (Exhibit 4r-E3-3). Mr. Harper replied 
from the General Office on April 26, 1917 (Exhibit 4-E-4) that he infers that 
the differential has already been cancelled although it is not stated whether the 
(lilTerential is now i^ or the San Fernando Price. At the same time Mr. Harper 
says — 

"WE WISH TO EMPHASIZE THE KULING THAT NO CHANGES ABE TO BE MADE IN 
UfARKET PRICES EXCEPT ON THE AUTHORITY OF THIS OFFICE. PRICES. ESTABLISHED 
AT VARIOUS PLACES ON DELIVERIES BY OUR TANK WAGONS OR TANK TRUCKS ABE 
ESSENTIALLY MARKET PRICES, AND ARE SUBJECT TO THE SAME REGULATIONS AS 
PRICES AT THE ACTUAL POINT AT WHICH WE MAINTAIN A SUBSTATION." 

Mr. Quinn replied on May 8th (Exhibit 4r-E-5) that he would recommend the 
cancellation of the one cent differential between San Fernando and Castaic and 
he did not feel that it would be possible to secure the one half cent differential 
for deliveries to Castaic. Further, that he was awaiting the authority of the 
General Office to cancel the differentials referred to above. 

On May 15, 1917, Mr. Harper responded (Exhibit 4-E-6) in which he stated 
that in view of the distance to be travelled, he would like to ask if any attempt 
had been made to secure the business at the point in question at a differential 
of one half cent per gallon. On June 21, 1917 (Exhibit 4-E-7) Mr. Quinn wrote 
Mr. Harper "After a thorough investigation we can see no reason why we 
should not obtain one-half cent above the San Fernando price for delivery to 
Castaic, etc." 

This change was duly approved by the General Office in letter of June 25, 1917 
(Exhibit 4-E-8) and this differential of one-half cent still applies to date on 
deliveries from San Fernando to Castaic. 

The fact that for three months before this alleged agreement and for five 
months thereafter, the price differential remained the same and at a different 
figure than that which it is charged was agreed to should be sufficient reply to 
the suggestion that there was an arrangement. 

[Exhibits 4-E-l to 4-E-8 attached.] 



Los Angeles, Cal., October i^, 1916, 

List showing all Points Served by Substations 

Mr. H. T. Harper : 

As per your request of July 31st, by HSMc/F, File R-322, upon the above sub- 
ject, we are enclosing herewith a list of our Substations showing all points 
served by each station, together with the distance and differential, also method 
of delivering. 

J. L. Quinn. 
ELS : W 

[Exhibit 4-E-l] 



LOS ANGELES 



Following points supplied: 



SAN FERNANDO 



Name. 


Distance 
from . 

substa- 
tion. 


How de- 
livered 
TW-RR 
or both. 


Differen- 
tial over 
substa- 
tion. 


Castiac I 


Miles. 

18 

12 

6 

10 

2 

13 

2 

5 

7 

31 
31 
14 
29 


ATT 

n 

TW 
ATT 

TW 
ATT 


Cent. 
1 


Chatsworth 




Mission Acres 




Newhall 




Pacoima 




Saugus 




Sylmar. 




Villa Vista 




Zelzah 




Boquet Canyon 


1 


Mint Canyon 


1 


Plaeeretia Canyon 


1 


Ridge Route 


1 







[Exhibit 4-E-l] 
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Los Angeles, March IJf, 1917. 
IJst of points supplied by main and sub-stations. 

Mr. H. T. Habpeb: 

We hiive your letter March 5th, by RGRr-M, no file number, with wMch j'oo 
enclosed a list showing a number of instances where your record does not asree 
witJi ours. We liave checked this over carefully and are pleased to advise as 
follows : 

LOS ANOELES. — ^We are charging no advance over Los Angeles prices. 

8AULS0N, — ^We are charging no advance over Los Angeles pricea 

ANAHEIM. — Your list shows Villa Park under Anaheim, whereas deliveries 
are being made by tank wagon from our Santa Ana sub-station to that point. 

BAR8T0W. — ^Under Barstow you show Hinkley and Yermo as taking i4 
over Barstow prices, which is correct. 

B RAW LEY. — Under Bniwley your list shows Rockwood and Bemice. Kindly 
cancel these two points from your list, as we have no record of them. 

COACHELLA. — ^Martinez should be shown on our list, although at the pres- 
ent time we are not making any deliveries to that point. Grovemment Date Gar- 
dens are located at Mecca ; West India Gardens at Thermal, and the Cabazon 
Reservation at .Ooachella, which points are shown on our list. Augustine and 
Torres are being supplied by Ooachella and should appear on our list. 

COLTON. — Under Colton you show Kenbrook. This should be Keenbrook, 
and deliveries are now being made to this point from our San Bernardino sub- 
station at an advance of ^4. 

LA BOLSA. — Balboa is now taken care of by Santa Ana. We have no record 
of Bella Beach, and you will kindly cancel same from your list. East Newport 
is the same as Newport Beach, and deliveries are being made from our Santa 
Ana sub-station. 

LANCASTER. — ^We have no record of any such point as Highway being 
delivered from Lancaster, but we are making deliveries to Lebec at an advance 
of two cents over Lancaster price. 

REDLAND8. — ^Under Redlands you show Alton and Old Town, which points 
kindly cancel from your list as they are no longer in existence. 

SAN FERNANDO. — You show Castrar, which no doubt should be Castaic, and 
we are charging an advance of It over San Fernando price for tank wagon 
deliveries to that point. Boquet Canyon, Mint Canyon, Placeretia Canyon are 
nil being taken care of by San Fernando, at one cent advance. 

SANTA ANA. — Under Santa Ajia our list should show Delhi and Myford, which 
points are being regularly supplied by that station. Gardena is supplied by our 
Moneta sub-station. 

SANTA MONICA. — Under Santa Monica you show Ivy Park and Long Wharf, 
which points we are adding to our list. 

In connection with Neuralia, which is 13^ miles from our Mojave sub-station, 
it will no doubt be possible to obtain a differential for deliveries to that point, 
and we will take this matter up at once, advising you later as to the differen- 
tial wliich we will be able to secure. 

We agree with you that one-half cent advance over San Fernando prices for 
deliveries along the Ridge Route is not sufficient, and in future we will charge 
an advance of one cent per gallon. 

In accordance with your request, we shall be pleased to keep you fully in- 
formed of all changes in points supplied by our stations. 

J. L. QUINN. 
JIS-N 

[Exhibit 4-E-2.] 



Los Angeles, April 21, 1917. 

Sul)ject : List of Points supplied by main and sub stations. 

Mr. H. T. Habpeb: 

Supplementing our letter March 14th and referring further to your letter 
April 10th, R-322-130. Upon further investigation we find that we will no 
longer be able to secure 1^ differential to cover tank wagon deliveries from our 
Sau Fernando sub-station to Castaic, due to the fact that other companies are 
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xnaking tank wagon deliveries at their sub-station prices. Tlie distance from 
San Fernando to this point as reported previously, 18 miles, is incorrect, same 
l>eing but 16 miles. 

It will also be necessary to cancel the 1^ differential for tank wagon deliv^ 
-eries from San Fernando to Placeretia Canyon, as this point is but 12 miles 
:froin our sub-station at San Fernando. 

J. L. QUINN. 

Cc-Mr. Dockstader. 
JIS-N 

[Exhibit 4-E-3] 



R-322-130 
San Francisco, Cal., Apr, 26, 1917. 

Subject : List of Points supplied by main and sub-stations. 

Hdr, J. L. QxHNN : 

We have your letter of the 21st instant, JIS-N, on the above subject, in which 
you state that you will no longer be able to secure 1<^ differential at Castaic and 
Placeretia Canyon served by Tank Wagon from Sun Fernando. 

We infer from your letter that you have already cancelled the differential 
mentioned, although you do not say whether the differential is now at ^^ or 
i^hether you are charging the San Fernando prices at those points. Please 
advise on this point. 

In this connection we wish to emphasize the ruling that no changes are to be 
naade in market prices except on the authority of this office. Prices established 
at various places on deliveries by our Tank Wagons or Tank Trucks are essen- 
tially market prices, and are subject to the same regulations as prices at the 
actual point at which we maintain a substation. 

In view of the fact that we are now making extensive use of motor equip- 
ment and are thereby in position to cover great distances, it is more necessary 
tlian ever that the rule to which we are calling your attention be followed in all 
instances. 

H. T. Harper. 

GCM : HE. 

[Exhibit 4r-E-4.] 



Los Angeles, May 8, 1917, 
List of Points Supplied by Main and Sub-Stations. 

Mr. H. T. Harper: 

With reference to your letter of April 26th, file R-322-130, wish to advise 
that we would recommend the cancellation of the 1^ differential covering tank 
wagon deliveries from our San Fernando sub-station to Castaic and Placer- 
teria Canyon, for the reason indicated in our letter April 21st. We do not 
feel it will be possible to secure i^ differential for deliveries to those points. 

We again wish to assure you that changes of this nature will not be put into 
effect until the matter has been taken up with your office and proper authority 
.secured and we are awaiting such authority to cancel the differentials referred 
to above. 

J. L. Qtjinn. 

JIS-N. 

[Exhibit 4-E3-5.] 



R-322-130 
San Fbancisco, May 15, 1917. 

Subject : 

List of Points supplied by Main and Sub-stations. 

Mr. J. L. Quinn: 

Referring to your letter of May 8, JIS-N above subject, in regard to de- 
liveries from the San Fernando, Cal. Sub-station to Castaic and Placerteria 
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Canyon, wherein you request authority to cancel the differential of 1^ now 
being obtained over the Sub-station prices for deliveries to these points. 

The distance to be travelleil in making deliveries to the points in question, 
we believe, fully justified our receiving the differential in question and before 
any further action is taken, we would be pleased to receive your advice relative 
to the amount of business we are enjoying at each point. 

In passing, would like to ask if any attempt has been made to secure the 
business at the points in question at a differential of it per gallon. 

We await your advice. 

H. T. Harpee. 

HSM-M 

[Exhibit 4-E-6] 



Los Angeles, Cal. June 21, 1917. 
List of points supplied by Main and Substations. 

Mr. H. T. Harper : 

Referring to your letter of the 15th instance on the above subject, file 
R-322-130. 

After a very thorough investigation we can see no reason why we should 
not obtain ^0 per gallon above San Fernando prices for deliveries to Castaic 
and Placerteria Canyon. Such being the case we are changing our records 
accordingly and henceforth our sales sheets for deliveries for Castaic and 
Placerteria will bear differetitial of ^0 above San Fernando prices. 

J. L. QUINN. 
HAL-McS 

[Exhibit 4-E-71 



San Francisco, June 25, 1917. 
Subject : 

List of Points supplied by Main and Substations. 

Mr. J. L. Quinn : 

We have your letter of June 21st, HAL :MCS., above subject : After noting 
contents we will make record of the differential of i^ per gallon to be retained 
for tank wagon deliveries from San Fernando to Castaic and Placerteria 
Canyon, 18 and 12 miles, respectively, from the Substation. 

H. T. Harpeb. 

CC ]Mr. H. K. Fletcher, 

(Attention Mr. Haskell) 

[Exhibit 4-E-8] 



INFORMATION REGARDING ASSOCIATION ACTIVITIES. 

Question 5. The letter files of the Standard Oil Co. show that the company 
was promptly informed regarding the various activities of the Independent 
Petroleum Marketers Association, and was furnished with memoranda cover- 
ing the discussion and agrjeements of the association members. A number of 
the memoranda of these meetings showed that, although not a member, the 
members of the association understood that the Standard was cooperating 
with them, as indicated by the following: 

Answer. As a consequence of supplying a number of the members of the 
Independent Petroleum Marketers Association with oil products for resale and 
for use in their own equipment, the company's representatives frequently met 
different members of the Association. These members spoke freely of the 
activities of the Association and the information that the company obtained 
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in connection with such activities came largely unsolicited and was a matter 
of more or less common knowledge to the oil trade. Furthermore, the activi- 
ties of the Independent Petroleum Marketers Association were reported by 
salesmen and other employees of the company through their contact with 
garagemen and other dealers who were purchasing from, the Independent 
Petroleum Marketers Association. The information that the Standard Oil 
Company secured was information that was available to anyone in the oil 
trade in Los Angeles and as stated, was a matter of more or less common 
knowledge. 

LOS ANGELES CITY BIDS. 

Question 5-a. According to memoranda of meetings held December 20, 1916, 
and January, 1917, the Standard Oil Co. and three other companies were to 
bid the same prices for gasoline required for the City of Los Angeles for 1917. 
The bids were submitted by the Standard Oil and other companies on Decem- 
ber 22, 1916, (Specification 155) and were identical in price for all companies. 
These bids were rejected by the city and new bids were requested per Specifi- 
cation 155a. The same companies again submitted identical bids as per agree- 
ment, and the city, being unable to obtain competitive bids from the oil com- 
panies, the city purchasing agent was instructed to issue regular purchase orders. 
Answer. So far as bids to the City of Los Angeles are concerned these fol- 
lowed the regular published prices of Standard Oil Company with one cent off 
as was the custom of the company in quoting to municipalities. There was no 
understanding in this regard with any one. Municipalities were in the category 
with those customers who were allowed one cent off the list price. 

The following bids of this company cover all bids made to the City of Los 
Angeles between the dates shown, are a matter of company record : 
Specification 

No. 
130 June 7, 1916 — 10 per gal. off list price on gasoline 
138 June 30, 1916—10 " " " " 
254 July 7, 1916—10 " " ♦' " • " 
257 July 25, 1916—10 " " " " 
257 July 22, 1916—10 " " " " 
155 Dec. 22, 1916—10 " *' " " 

155A Jan. 24 1917 ^10 ** " ** ** " " " 

Sept. 18, 1917 to Dept. of Public Service, City of Los 
Angeles, 10 per gallon off. 
There are also attached circular letters to agents regarding quotations to be 
made to State, Municipal or County authorities as follows : 

Letter of July 16, 1914, in which Agents were given authority to bid for cer- 
tain company products including gasoline, at one cent less than the regular 
market or list price. (Exhibit 5-A-l.) 

Circular letter of September 23, 1914 to Agents withdrawing the authority of 
July 16, 1914 and providing authority for quotations of 20 below the ruling 
market or list price on Red Crown Gasoline and one cent below ruling market 
or list price on motor spirits. (Exhibit 5-A-2.) 

Letter of February 4, 1915 to all agents withdrawing the authority to bid 20 
per gallon off the prevailing market or list price for Red Crown gasoline and 
advising that in future Red Crown gasoline was to be offered at a flat price 
based at one cent per gallon off the prevailing market or list price on date of 
proposal. ( Exhibit 5-A-3. ) 

Letter of July 21, 1916 in which the Los Angeles agent asks for authority to 
bid, because- of competitive conditions, 20 off the market price for Red Crown 
gasoline to be supplied the Los Angeles City Aqueduct. (Exhibit 5-A-4.) 

Telegram of July 22nd in response to letter of July 21st refusing authority 
requested and directing the Los Angeles agent to submit Los Angeles Aqueduct 
bid for Red Crown gasoline according to regular classification on basis of one 
cent below present market or list price. This referred to Specification 257 and 
was the company's bid of July 22, 1916, as shown in above list of bids. (Ex- 
hibit &-A-5.) 

With i>articular reference to Specification 155, we enclose copy of letter from 
^he Los Angeles Agent of December 16, 1916, (Exhibit 5-A--6) in which he 
calls attention to the notice to bidders, copy of telegram of December 19, 1916 
to J. L. Quinn, Agent, Los Angeles, from this office (Exhibit 5-A-7) in which 
^Ir. Quinn was advised to wire the approximate requirements of the City of 
Los Angeles. Copy of Mr. Quinn's reply of December 20, 1916 in which M'* 
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• 

Quinn recommends bidding one cent off the prevailing market price (Exhibit 
5-A--8) and instrnctions to Mr. Quinn under date of December 20, 1916, to 
submit the bid to the City of Los Angeles on the basis of one cent off the ruliiij: 
market price at time and place of delivery. (Exhibit 5-A-8.) The corre- 
spondence as shown carries Mr. Quinn's recommendation to bid one cent un<l«^r 
the market but the price was entirely under the control of this office and in 
instructing Mr. Quinn to bid at a price one cent under the market, the company 
was following its previous classification practice and policy. 

The bids called for by Specification 155-a were prepared in this office and 
forwarded over the signature of the Vice President and followed the company's 
policy of one cent per gallon below the prevailing market price at time of 
delivery. The bid made was on the same basis as bids theretofore and there- 
after made by the company. 

[Exhibits 5-A-l to 5-A-9 attached.] 

San Francisco, July 16, 191 Ji. 
Proposals or quotations — State, Municipal or County Authorities. 

All Agencies (Except Nome) 

Dear Sir: Should you at any time be called upon to submit proposals or 
quotations to State, Municipal or County authorities, you may consider this 
letter your authority for making bids for furnishing Refined Oils, Red Crown 
Gasoline, TTM&P Naphtha, and Engine Distillate at prices on the basis of one 
cent (1^) less than your regular market price at point of delivery. 

Please acknowledge receipt. 
Yours truly. 



GMS-B 

[Exhibit 5-A-ll 



San Francisco, Cal., Sept, 23, 1914- 

Subject : Red Crown Gasoline to State Departments Counties and Municipalities. 
Dear Sir: In future you may make quotations and bids to State Depart- 
ments, Counties, and Municipalities on the basis of 20 below your ruling 
market price, at time and place of delivery, on Red Crown Gasoline. 
Yours truly, 

GCM :M 

Sent to the following Agents. 

Phoenix, Aria 
Portland, Ore. 
Seattle, Wash. 
Spokane, Wash. 
Tacoma, Wash. ^ 
Honolulu, T. H. 

[Exhibit 5-A-2] 



San Francisco, Cal., February 4, 1915. 

R. C. Gasoline Quotation — State Departments, Counties, Municipalities ami 

U. S. Government. 

Portland 

Seattle 

Tacoma 

Spokane 

Honolulu 
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San Francisco 
Oakland 
San Jose 
Stockton 
Fresno 
Sacramento 
Phoenix 
San Diego 
Los Angeles 

Dear Sir : Referring to our letter of September 23rd, 1914, in which you were 
given permission to quote Red Crown Gasoline on State Department, Oounty 
and Municipal bids at 20 per gallon off the prevailing market price at the time 
of the proposal. 

May we ask that you kindly cancel these instructions, and until further 
advised on these proposals, offer Red Crown Gasoline at a flat price based on 1^ 
per gallon off your prevailing market price on the date of the proposal. 

We are referring particularly to requests which you are continually receiving 
for small quantities, so should you receive requests for prices from any of those 
mentioned above, which you believe would require special consideration, will 
ask that you take up the matter with this office before quoting. 

These instructions .will also cover bids and quotations to the United States 
Government, which come to you direct, without passing through this office. 

Will you kindly advise if this letter is fully understood. 
Yours truly, 



HTP:P 

PS. This will not make any change in the instructions we have issued re- 
garding prices at which to bid on Engine Distillate. 

[Exhibit 5-A-S] 



Los Angeles, Cal., July 21, 1916. 
Standabd Oil Company 
Gasoline — Los Angeles Aqueduct Dept. 

Mr. H. T. Harper : 

The Aqueduct Department of the City of Los Angeles is inclined to use 
Red Crown Gasoline and will tomorrow ask us for quotation. 

We are of the opinion that if we make them 2^ per gallon off our pre- 
vailing market price at date of delivery on Red Crown Gasoline that we can 
secure all of their business for the balance of the year, which is approxi- 
mately 15,000 gallons per month. 

All of the competing companies have made quotations to them of 20 to 3^* 
per gallon off market price, and one company, the Rancho La Brea Oil Co. 
quoted them 4<^ per gallon off. 

Upon receipt of this letter will you kindly advise me by wire if we may 
quote them 2i per gallon off our prevailing market price at date of delivery. 

This quotation must be given to the Purchasing Agent of the Aqueduct 
to-morrow morning. He is very friendly to us, and this is the only oppor- 
tunity we have had to secure this business for some time. 

J. L. QUINN. 

JLQ :D 

[Exhibit 5-A-4] 



San Francisco, July 22, 1916. 

J. L. QUINN 

Los Angeles, Cal, 
Referring to your letter July 21. Submit bid Los Angeles Aqueduct Red 
Crown Gasoline at flat price on basis of one cent below our present market 

price. 

H. T. Habpeb. * 

GCM : M 

[Exhibit 5-A--5] 
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Standard Oil Company 

Los Angeles, Cal., Dec. 16, 1916, 
City of Los Angeles Specifications No. 155 

Mr. H. T. Harper : 

Attached please find City of Los Angeles Specifications No. 155, -which i 
notice to bidders for the requirements of tlie City on Petroleum Products for 
the year 1917. 

These specifications are Identical with specifications No. 61, which were 
used in awarding the business of 1916, with which we are all quite familiar. 

Will you kindly fill out the attached notice and mail to us so tiiat it will 
arrive here early enough to be presented on December 22, 1916. 

J. L. QUINN. 

JLQ:D 

[Exhibit 5-A-6] 



San Francisco, December 19, 1916. 
Mr. J. L. QuiNN, 

Standard Oil Company, Los Angeles, Calif. 

Your letter December sixteenth advise by wire approximate monthly re* 
quirements of City of LojT Angeles on products covered by proposal to be sub- 
mitted December twenty second. 

H. T. Harper. 
HSM-801 

[Exhibit 5-A-7] 



Specification No. 15% 

Los Angeles, Dec. 20, 1916. 
H. T. Harper 
Sn. 
The city's yearly requirements as follows: Two hundred thousand gallons 
gasoline ; twenty-five thousand gallons distillate ; five thousand gallons coal oil- 
Would recommend bidding 1 cent off the prevailing marlset price at date of 
delivery on all three products. Will you kindly get this bid in tonight's mail. 

J. L. QxriNN. 
[Exhibit 5-A-8] 



Specification No. 15.j 

San Francisco, Dec. 20, 1916. 
J. L. QuiNN, L08 Angeles, 

Your wire date. Procure proposal blanks and submit bid to City of Lo^ 
Angeles as District Sales Manager. Unable mail bid from this oflice in time. 
Basis one cent off ruling market price at time and place of delivery. Stipu- 
late maximum quantity Gasoline Distillate, Pearl Oil to be furnished not to 
exceed amounts quoted by you. 

H. T. Harper. 
5.05 P. M. 
HSM:M 

[Exhibit 5-A-9] 



EL MONTE ROAD FIVE MILE HOUSE PRICES. 

Question 5-b. A memorandum of a meeting held January 17, 1917, stated that 
since the El Monte Road Five Mile House was now displaying a 20 cent sijni 
the Standard Oil Co. and other companies would start in and clear up price 
cutting in Alhambra, South Pasadena and Pasadena. 

Answer. The El Monte 5 Mile Road House service station situated on the 
El Monte Road, was within the Los Angeles District and took this company's 
Los Angeles City prices. This station generally sold at a price below the price 
quoted by this company and purchased from the company for a short time, but 
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competing companies offered better prices and this company lost the business. 
During this period Alhambra, South Pasadena and Pasadena were supplied 
from the company's Pasadena substations and prices at these stations have been 
based at all times since early in 1916, on the El Segundo Refinery price. 

With the exception of an increase of one-half cent per gallon in gasoline, 
which was ordered in 1918 by the Federal Fuel Administration to absorb the 
general freight Increase throughout the country, the companys' price for gaso- 
line remained unchanged from December 2, 1916 to June 10, 1919. 

The company denies that it ^as in any way concerned in any agreement with 
reference to prices in the sections above mentioned. 

LOS ANGELES MABKET CONDITIONS. 

Question 5-c. That there were indications of a threat in the letter from Mr. 
W. S. Miller to J. L. Quinn, dated August 15, 1918, in which Mr. Miller stated 
that the Independent Marketers Association " could without doubt clear up the 
situation," referring to the unfavorable market conditions in Los Angeles. 
Continuing Mr. MiUer said ; " I do not think it would be advisable to take this 
up with the Association, but if you should happen to meet one of them, you 
might talk to him about it." 

Answer: Referring to Paragraph 5-c— Mr. W. S. Miller's letter August 15, 
1918 to J. L. Quinn, Los Angeles. 

During the war period Standard Oil Company was under the control of the 
Federal Fuel Administration and during this control the company's position 
! was that it wou^d make no change in prices unless so directed and authorized 
by the Fuel Administration. 

May 1, 1918. At the request of the Fuel Administration under the direction 
of Mr. J. [M.] L. Requa, the company advanced its paying price for crude oil 25^ 
per barrel and at the same time and at the same direction, advanced Its asking 
price for fuel oil at tide water, 15^ a barrel. Also, at the same time, the Fuel 
Administration authorized an increase in the price of gasoline of 2t a gallon. 
The company did not feel that the conditions at the time baentioned warranted 
an increase in gasoline prices as it was believed that there was. ample stock of 
gasoline on hand to meet the seasonal requirements. The compahy's base price 
therefore, for gasoline of 200 per gallon was not changed and remained un- 
changed from December 2, 1916 to June 10, 1919. It was the company's under- 
standing with the representatives of the Fuel Administration that prices estab- 
lished by the Administration were to remain unchanged except on approval of 
the Fuel Administration. 

Mr. Miller's suggestion to Mr. Quinn therefore was prompted solely by the 
fact that if the prices at which the company was selling its product, which had 
the approval of the Fuel Administration and which the company could not 
change withou^.the approval of the Fuel Administration, were prices not to be 
accepted by the company's competitors, then the company was warranted in 
seeking the Fuel Administration and requesting authority to lower its prices 
in order to meet competition. On the other hand a reduction in the price of 
gasoline, undoubtedly would have affected crude oil prices and would have 
defeated the very purpose of the Fuel Administration which was endeavoring 
to increase production in order to meet war demands. 

Just prior to the correspondence in question, namely in June, 1918, two of 
the chief competitors of this company raised their prices for gasoline. The 
change was not countenanced by the Fuel Administration and immediately 
thereafter, on request of the Fuel Administration, the companies in question 
reduced their prices to the old level. 

The whole matter was one of war conditions which Mr. Miller wished to 
see rectified without the necessity of Invoking the aid of the Federal Fuel 
Administration and without the necessity of asking for a reduction in gasoline 
prices which would defeat the object of the Fuel Administration to stimulate 
production. 

PRICE AGREEMENTS IN MAY, 1919. 

Question 5-d. That the home office of the Standard Oil Co. was informed 
of the Association's agreement (before it became effective May 5, 1919) which 
covered the prices to be charged for gasoline, and engine distillate and listed 
"the names of 20 peddlers entitled to a differential from the retail price. A 
memorandum of a supplementary agreement, dated May 8, 1919, specifically 
mentioned the Standard Oil Co. as one of the companies which would carry 
out the provisions of the agreements. 
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Answer : In reply the company repeats the answer made to Question 5 wit 
respect to knowledge of the activities of the Ind^)endent Petroleum Mar- 
keters Association. The information in this particular case came to the coi 
pany unsolicited and was passed along to the General Office as a matter of 
formation only. It in no way affected the company's prices or its policies ai 
the company's prices continued to be the £1 Segundo Refinery base prlc 
The company's prices compared with the prices established by the Petrolei 
Marketers Association show that the company was selling to the automobi 
owner at list price, while the Independent Petroleum Marketers Associatic 
was allowing a discount of 5% on all coupon book sales. The company's prk 
to peddlers was 2^ off per gallon on gasoline and 10 off per gallon on enj 
distillate, or 18^0 and 12^t respectively, while the Independent Petrolei 
Marketers Association price was 17^0 for gasoline and 120 for distillate 
peddlers. Also the Independent Petroleum Marketers Association fixed a pri( 
on tank car deliveries on gasoline of 30 per gallon off the prevailing markc 
price on date of delivery and 1^0 per gallon off on engine distillate, while thi 
company's price on tank car deliveries was 24 off the market price on gasoli 
and 1<* per gallon off on enjjine distillate. (See circular letter of September l( 
1918 to all District Sales Managers from the General Office, Exhibit 5-A-l). 

[Exhibit 5-D-l attached.] 



San Francisco, Sept, 16, 191S. 
p-4r-Cir. Prices Tank Car Sales. 

All D. S. M. 

With reference to the present schedule of prices on tank car deliveries. 

On receipt of this letter please make prices on tank car sales of Refined Oii« 
Red Crown Gasoline and Engine Distillate as follows : 

Refined Oil i^ X)er gallon below our full market price 

at time and place of shipment. 

Red Crown Gasoline 2^ per gallon below our full market price 

at time and place of shipment. 

Engine Distillate 10 per gallon below our full market price 

at time and place of shipment. 

In making sales and rendering invoices, these price differentials must W 
observed, regardless of the trade or business in which the customer is engaged, j 
Please understand the differentials specified apply to tank car shipments onlv 
Kindly acknowledge receipt. 

H.* T. Harper. 
CC Mr. Monroe 
McCord 
Sutter 
GCM: TS 

[Exhibit 5-D-l.] 



GASOUNE PRICES, APRIL, 1920. 

Question 5-e. That early in April 1920, the Standard Oil Co. recommended 
that the Independents increase the price of gasoline ; and that the Los Angele* 
representatives on April 9, 1920, " definitely asks if it is not possible indepen- 
dents take such action." 

Answer: The company denies that it made any recommendations directly 
or indirectly, to the Independents with reference to increasing the price of 
gasoline in April 1920, or at any other time. Furthermore, the company 
asserts that it has no understanding with any comi)etitor with reference to the 
price of gasoline or price of any other product. The company's representative 
in Los Angeles in April, 1920, states that no inquiry of the kind quoted, was 
made by him. 
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COMMISSIONER'S LETTER IN RE KINGMAN AND WATER COMPANIES CASES. 



My dear Mb. Kingsbuby: 



Fedebal Tbade Commission 
Washington, D. C. October 6, 1921, 



Your letter of September 28, 1921, replying to the Commission's letter and 
memorandum of August 26th, has been received. Your courtesy in furnishing 
the information contained therein is greatly appreciated and the difficulty of 
assembling the data necessary to explain same transactions is fully recognized. 

Referring to your answer to question 2, it is apparent that your records did 
not disclose all of the activities of your agents regarding the conferences held 
with representatives of your principal competitor at Kingman, Arizona. It 
appears that several conferences were held and that on or about November 1, 
1915 your Mr. Harlan met with a representative of your principal competitor 
at Kingman and ''assured him that prices would be maintained and sold at 
schedule ", and on or about December 1, 1915, your Mr. Balsley promised " ta 
line up with your competitor on the Kingman prices inside of ten days ". 

Referring to your reply to question 3a, the Commission's information is ta 
the effect that the question of the differentials to water companies in the 
Imperial Valley " had been discussed from every angle " by your Los Angeles 
agent and your principal competitor who had " agreed that all the water 
companies in the Imperial Valley are entitled to 1 cent on gasoline and ^ cent 
off on distillate", and that on or about May 27, 1916, instructions were sent 
to your representative in the Imperial Valley tliat his quotation of 2 cents off 
on gasoline to water companies No. 1, 5, 7, and 8, must be withdrawn imme- 
diately and that future sales should be on the basis of 1 cent off on gasoline 
and ^ cent on engine distillate. 
Cordially yours. 



K. R. Kingsbuby, Pres. Standard Oil Company, 

Standard Oil Building, San Francisco, CaUfomia, 



Chairman. 



SUPPLEMENTARY STATEMENT ON KINGMAN AND WATER COMPANIES CASES. 



K. R. Kingsbuby, President, 



Standabd Oil Company 
San FratuHsco, Col. October 18, 1921. 



My deab Mr. Thompson : 

Replying to your letter of October 6th : 

In the particular cases to which you refer; first the Kingman matter (Your 
Question #2), the record submitted by the company in its reply of Septenil)er 
28th to the Commission, shows conclusively that with the exception of the 
price reduction of July 1, 191 5^ which was made to meet competitive conditions, 
the Kingman prices followed the El Sef?undo base prices. Mr. Balsley and 
Mr. Ferguson, then the Company's Manager and Assistant Manager respectively 
in Arizona, and Mr. Harlan, then the Company's agent at Kingman, emphatically 
deny any understanding or agreement at any time regarding prices with a repre- 
sontative of the company's chief competitor or with any competitor. That 
there was no understanding reached is corroborated by the fact that there was 
no resultant effect of such an understanding. 

Second. With reference to your Question 3-a and the statement in your 
letter of October 6th that an understanding was reached which resulted on or 
about May 27, 1916, in the withdrawal of certain special prices to Imperial 
Water Companies and the establishment of prices through understanding with 
competitor of one cent off on" gasoline and one half cent off on engine distillate. 
As we have stated before, we are unable to find any record of prices during 
May, 1916, but our records do establish that in the month immediately follow- 
ing, June 1916, our prices to Imperial Water Companies were two cents off on 
gasoline and one cent off on engine distillate. Our then manager of this dis- 
trict, Mr. J. L. Quinn, strenuously denies that he at this time or at any time, 
arrived at an understanding with our chief competitor or with any competitor 
as to prices, and again the denial is corroborated by the fact that the result 
of any such understanding is found w^anting In the prices prevailing w^ithin 
thirty days of the alleged understanding. 
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The Standard Oil Company is not responsible for the unauthorized statements 
of its hundreds of agents and obviously not for the statements of the agents 
of competitor companies. The company's policy with respect to prices is firmly 
and definitely fixed. It cannot control the activities of its agents further than 
to use every endeavor to enforce from them as it always has done, strict com- 
pliance with the principles of the company in respect to price matters. 

The company has not had and has not now any communications written or 
verbal, with competitors on the subject of prices. It has not made and makes 
no agreements or understandings of any kind, on the subject. Prices for its 
commodities are established by the Directors at the home office in San Fran- 
cisco. The Directors know of no better safeguard in this respect than to re- 
tain complete control of the establishment of prices for the company's products 
and to leave none of it in the hands of agents. In that way the Directors be- 
lieve that violation of the law in this respect will become impossible without 
their knowledge and with their knowledge none has been or will be permitted. 

We submit that the instances gathered from the company's files covering a 
period of the last seven years, disclose no instance of price increase pursuant 
to agreements with competitors so that whatever talk or statements by agents 
may have occurred, these have been idle and without result so far as the com- 
pany has been concerned, as indeed they were without authority. 

If, after consideration of the facts herein, together with the facts contained 
in our letter of September 28th, there is any doubt in your mind as to our 
good faith and integrity I will be glad to come to Washington, if you so desire, 
as soon as it is possible for me to leave here, provided the threatened Railroad 
strike does not intervene. 

Sincerely yours, 

(signed) K. R. Kingsbuby. 

Hon. Huston Thompson, • Chairman, 

Federal Trade Commission, Washington, D, C. 



Exhibit 3. 



ANSWER OF ASSOCIATED OIL CO. 



Patjl Shoup, President, 



Associated OH' Company, 
San Francisco, October 19, 1921. 



Mr. Huston Thompson,* Chairman, 

Federal Trade Commission, Washington, D, C 

Deab Sib: With reference to your telegram of September 24th and your 
letter of August 26th inviting an explanation of certain facts regarding com- 
petitive conditions disclosed by correspondence of oil companies in California 
and my telegram to you of September 29th, in the same matter: 

Neither myself nor any of the executive officers of the Associated Oil Com- 
pany have any personal knowledge whatsoever of the matters mentioned in 
your letter. We have carefully examined our correspondence files and find that 
they disclose nothing whatsoever relating to the matter. I have communi- 
cated with our present District Agent at Portland, Oregon, who was in charge 
of our Agency at Oxnard during the time when the incidents mentioned by you 
are alleged to have occurred, and he states very positively that such changes 
in discounts as were made at that time were made solely on his own motion and 
without consultation with or suggestion from anyone else. 

If there is any further information we can give you with respect to this 
matter, please command us. 

Yours truly, 

(signed) Palt:, Shoup. 
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Exhibit 4. 

ANSWER OF INDEPENDENT PETROLEUM MARKETERS ASSOCIA- 
TION. 

8BCBBTABT OF ASSOCaATION«S LBTTBR TO C01IMIS8I0K. 

Independent Petroleum Marketers Association of California (lNC.)f d30-31 

Marbh-Strono Bldg. 

Los Angeles, Gal., September 20, 1921. 

Mr. Nelson V. Gaskiix, 

Chairman Federal Trade CommiaHof^ Washingttm, D, C. 

Dear Sib: Fnrther replying to yonr request of recent date and concerning 
memoranda submitted as to activities of the Independent Petroleum Marketers' 
Association, beg to say tliat in the year 1915, the Independent Petroleum 
Marketers Association found it necessary to associate themselves together 
for the purpose of protecting themselves against a competition which meant 
their ruin, and at that time it appeared to them that it was necessary to stabilize 
the business in this vicinity or the " Independents " would be entirely elimi- 
nated from the field. It was a long and hard struggle, and it was only through 
the cooperation and assistance rendered by frequent meeting and exchange of 
views, that the independent marketers of gasoline and oil products have sur- 
vived the days of ruinous competition. It may be that in the early history of 
the Association things were done that, in view of subsequent Federal and State 
Regulations, would be subject to criticism. There has not been for a number 
of years, any attempt made at price fixing or any acts done tending to create 
a monopoly of the business or fix prices. 

We are not cognizant of any acts on the part of the members of the Asso- 
ciation wh|ch in any way alTect interstate commerce, or had any bearing upon 
the industry other than in the dty of Los Angeles and its environs. 

The above statements also apply to the activities of the California Petroleum 
Exchange which was simply a marketing organization for our members. 

It is the desire of this Association and all of its members to comply with 
every Federal and State regulation having to do with our business and if there 
is any specific instance where it would appear that we have been engaged in 
interstate commerce in any form or fashion, we will be glad to comment on or 
explain the matter. 

I beg to remain 

Very truly yours, 

(Signed) H. H. Maxso.n, Secretary, 

Independent Petroleum Marketers Assn. of Gal. 

HHM:F 



XEPORT OF HBARING BEPORB THE COmnSSION OF THB SECRETARY OF THE IX- 
DEPENDENT petroleum MARKBTBRS' ASaOCIATiQN WITH RESPECT TO COM- 

pennve conditions disclosed bt the commission's inquiry into the 
caufornia oil industry. 

October 7, 1921, 2 : 30 P. M. 

Before Commissioners Huston Thomi)son, Nelson B. Gaskill, Victor Murdock, 
John F. Nugent 

Appearances : Dr. Francis Walker and Wm. H. England, for the Commission. 

H. H. Maxson, Secy, and Mgr., Indq)endent Petroleum Marketers* Ass*n; 
Carl Hutchins Richmond, for the I. P. M. Ass*n. 

Mr. Thompson. The meeting today is for the purpose of hearing from Mr. 
H. H. Maxson, Secretary of the Independent Petroleum Marketers* Ass'n, in 
respect to an investigation that was made under the Poindexter Resolution, 
being Senate Resolution No. 138, calling upon the Federal Trade Commission 
to make an investigation of the oil situation upon the Pacific Coast. Notice 
^as been sent to the Standard Oil Company of California. 

Dr. Walked. Various oil companies. 

Mr. Thompson. Various oil companies in California. 

Dr. Walker. Standard Oil Company of California, Union Oil Company, Asso- 
<^iated Oil Company, Independent Petroleum Marketers* Ass*n and the Exchange. 

80771—22 ^13 
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Mr. Thompson. Will you state the companies from whom we have had 
responses? 

Mr. England. All of the companies have sent a response; In the case of the 
Standard, I assume from their answer that they probably will send more supple- 
mentary information, because there are a couple of points on which they say 
their examination has not been completed ; but the other answers are complete. 

By Mr. Thompson. Mr. Maxson, have you had submitted to you a series of 
questions to be propounded today? 

Mr. Maxson. I have your letter of the 26th of August, summarizing two let- 
ters in which you have referred to correspondence between myself and certain 
members of the Association, and certain memoranda, rough memoranda, which 
are in the files. 

Mr. Thompson. Dr. Walker, you- have a statement which you have submitted 
to each one of the members of the Commission, consisting of a series of para- 
gi'aphs, 15 in number, I believe. 

Dr. Walker. Yes, this was prepared and transmitted, as I understand, and 
as Mr. Maxson just said, in the letter referred to, for his information as to the 
points which it seemed important to the Commission he should answer, and give 
any information other than that which appeared to be justified by a perusal of 
the correspondence and memoranda, set down briefly in this memorandum. 

Mr. Thompson. I think we had better take this up in order and propound the 
questions. 

Dr. Walkeb. Each x)aragraph contains a statement of what the correspond- 
ence, etc., appears to indicate, and if that appearance was not justified by the 
facts, it was thought that Mr, Maxson could give us any further necessary ex- 
planation, and as I understand, you want me now to read each one of those 
statements seriatim. If you want me to add any explanation, I will do it. 

Mr. Thompson. We wiU proceed with the first. 

Mr. Engiand. Quite a number of the memoranda are practically the same. 
I have had copies made of the important letters, and copies have been handed 
to the Chairman and Mr. Maxson so that they can refer to them. 

Mr. Maxson. This wire of yours came at a time when our attorney was away. 
All of the correspondence. had been placed in his hands, and I am handicapped 
to the extent that I haven't the correspondence to refer to. I asked Mr. 
England to make copies of the particular ones referred to here. 

Mr. Walker. (Paragraph 1 of memorandum read as follows :) 

" The members of the Independent Petroleum Marketers' Association agreed 
to adjust all price * differentials to precisely the same basis throughout your 
list of customers ' and that * all market changes * should * take place simul- 
taneously .' (See letter sent to all members of the Association Sept. 22, 1915.)" 

Mr. Maxson. As far as I know, gentlemen, that letter is probably a copy of 
the original; but I have no defense to make. It was back in 1915, and in 
accordance with a letter recently written, that in the past certain things have 
been done that were probably not strictly in accordance with the law. I don't 
know whether they were or not; but the developments in recent years would 
seem to indicate that that is true. We have gotten away from that altogether. 
Our organization is purely a business men's * organization, as in other lines 
of business, for the purpose of securing information and disseminating it 
among our members for the good of their business, the promotion of more 
efficient marketing, and the defense of the industry in different ways, such as 
adverse legislation, false publicity, and various other ways in which the 
organization is attacked. We believe that cooperation .is to our best interests 
in many ways ; but always it is our aim to keep very rigidly within the law. 

Mr. Gaskill. Do you know when the practice manifested by this letter of 
the 22nd of September, 1915, was abandoned? 

Mr. Maxson. Well I think since 1917, as far back as I remember; I don't 
think you will find anything subsequent to that date that will have a tinge of 
any exception to the rule. 

Mr. Thompson. Were you secretary of the Association In 1915? 

Mr. Maxson. Yes; I assumed that ofllce in July, 1915. 

Mr. England. There is one suggestion I have to make. Mr. Maxson stopped 
in my office a little while, and he referred to conditions at the time of the 
organization of this association, and I thought probably he would take tliat 
up this afternoon. I think it would be well If he would give us something of 
the conditions just at the time this association was organized, and the reason 
this letter was written. This was the first agreement that we found after the 
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association was organized practically a year before that. I think it was 
organized in November, 1914. 

Mr. Maxson. It was incorporated in February, 1915. I might read this 
letter that I wrote to Mr. Gaskill recently in response to his letter, though you 
have it in your files. 

Mr. Gaskill. It was circulated and is a part of the general knowledge of the 
Commission. 

Mr. Maxson. You understand that in the early years of the existence of the 
association, due to the Chaotic conditions, what you call cut-throat competition 
existed and threatened the very existence of the Independent refiners in that 
field ; in fact, two plants went out of existence at that time. There were others 
that barely survived and have been able to remain in business. 

Mr. Nugent. What meaning do you intend to convey by the word "Inde- 
pendent"? 

Mr. Maxson. There is only one meaning, and that is, the Standard Oil Com- 
pany is not eligible to membership. Anyone that is a competitor of the Standard 
Oil Company is, anyone outside of the Standard Oil Company of California. 

Mr. Thompson. If you don't wish to make any further statements,, proceed 
with the second paragraph. ^ 

(Second paragraph read by Dr. Walker, as follows) 

"The members of the Independent Petroleum Marketers* Association 
met on September 21, 1916, and agreed that the wholesale price of engine 
distillate should be 8 1/2 cents per gallon or 1 cent below the current retail 
price ; and that the wholesale price of gasoline should be 17 cents per gallon 
or 2 cents below the current retail price. All members were directed to 
furnish the Secretary of the Association with names of customers holding 
contracts for these products at prices differing from the above, and it was 
agreed that prices to such customers should be adjusted to agreed prices 
on the expiration of the contracts. The members were also to * immediately 
furnish the secretary of the Association with the names of all retailers they 
now supply who are advertising and selling gasoline at less than the retail 
market.' (See memorandum of Association meeting September 21, 1916.)" 

Mr. Maxson. That is explained in this way : There was a differential given 
to the resellers of "gasoline and engine distillate at that time (engine distillate 
not being on the market three years ago) which barely guarantees a profit to 
the reseller of those products, in one case a cent and the others two cents to 
the independent resellers of those products. Our people being refiners and 
marketers, in many instances sell to tie retail trade ; in other instances retailing 
themselves, that spot-lights the differential to resellers. 

Mr. Gaskill.. Tending to price uniformity? 

Mr. Maxson. That is a matter for each individual company to decide, and it 
was decided individually. Each and every company had their own prices and 
their own differentials. 

Mr. Thompson. Didn't they make this agreement at this meeting on Sep- 
tember 21, 1916? This memorandum says they met at that time and agreed that 
the wholesale price of engine distillate should be certain figures. 

Mr. Maxson. Well, whether they met or not, it would have been a matter 
that they would have determined themselves very likely. The meetings of 
the Association are never binding upon any member of the organization. They 
go back to their own offices and do as they see fit to do. It seems to be implied 
that these agreements are written and very rigidly enforced, but as a matter of 
fact, there is no agreement in the ordinary sense of the word made at any 
meeting. 

Mr. Nugent. Written? 

Mr. Maxson. No. 

Mr. Gaskill. A common understanding? 

Mr. Maxson. There may have been a common understanding. 

Mr. Nugent. Generally speaking, when there is a common understanding, is 
that abided by by the members of the Association? 

Mr. Maxson. Very seldom, practically never, as the result of such meeting. 

Mr. Thompson. I would think, after such experiences they would have learned 
that the meetings were useless and would have discontinued them. 

Mr. Maxson. There are other benefits to be derived aside from that feature. 
The information referred to is the means by which they fix their prices, more or 
less, together with such investigations as they themselves may make. 

Mr. Gaskill. This was intended to operate as a uniform price, wasn't it? 

Mr. Maxson. Yes. 
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Mr W ,nti gasoline was purely incidental to his business. ^^ ''•*' ""^ "f 
"Thp ^7"' huckets on hie curb, where lie sold Kasoline at cost, practieallj 
to ad' " 'vi'ts under the retail price mentioned here. Within a I*'™* "f ^^ 
list -j'.i'i'f service stations, Independent products fellows, that are depend- 
tai" »■■ i^'i'' ' livelihood upon the business of those stations, to whom the 2 cent 
y^jj !^^i-'line meant either their rise or fall. Mr. Luckligbter'B persistence 
' i^i'ii^ ;:;i.-t>line at cost came very near resulting In the going out of business 
/y',, o! ilie other service stations. What was done by the refiners was done 
ySiftei'""" of the competitors of this man Lucklighter, In an effort to per- 
f, ?. him to sell his gasoline at the market price, or at a profit to hiiuseH 
^rner at the market price or not. \ 

"(ir Thompson. All right. Dr. Walker. | 

jl^ragraph 4 read by Dr. Walker, as follows:) ■ 

"During the latter part of September, 1916, lists of all resellers ot gaso- 
line in Los Angeles and vicinity who were selling ' under the market price 
of 19 cents were sent in to the secretary of the Association, who renorted 
at the meeting of October 25, 1916, that ' practically half of the 68 lfU*n 
signs have been eliminated since the 1st of October.' (See memorandum nf 
Association meeting of Oct. 25, 1916.)" ""ranuuiu of 

Mr. Maxson. WeU, I don't take cre^lit for so much good work, half of the iffl 
18-cent ^gns That was as much the result of the individual oil comnani« 
who evidently succeeded in persuading their customers that they wlil^ , 
making a living on less than 2 cents a gallon on gasoline. "'' 

Mr. Gaskill. Was that action by the individual companies In pursuance „» 
in accordance with, a common understanding they reached at an ae^iV,'-'" 

"leeting, with reference *- *'- -..-^. . . _ «ohocibi,™ 

Mr. Maxson. It was p 
in agreement to do so. 
Mr. Gaskill. Do you remember whether it was discussed at any meenn » 
Mr. Maxbor. I believe it was at an informal session. *■ 

Mr, Gaskill. And a consensus of opinion reached? 
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v^ *«ow. That Is hard to say. No vote was taken — ^purely informal meet- 

^ "^ *^g formal sessions, sometimes in other offices, sometimes in my 

%. '^ "^es on the street, or elsewhere. 

C% ^' Was that the opinion that was generally entertained by the oil 

^ ^ -ft ' think it was due to their interest that about half of the 69 

x'\^ ^ tk ^^ price of gasoline, because they had been persua<led that 

\ ^ "V ^ profit at 2 cents below the market? 

"5 "^ \ **» "^ailers who had ISncent signs had been selling one cent 

-. \ -, ^ T; -gin? 

^ ■=-. -^ -^ but any concern selling only 150 gallons a day 






• ** y Lucklighter people with other business could. 

•^ ^- • ' IS I understand it, the contracts referred to 






•* i agreed to furnish certain stations with 

' . ^ certain product. Now if the price went 

.. * ' ■ I he contract? 

- 

' with 2 cents margin and be one cent 

-vicc at 16 cents, he would be making a 2 cent 
_^iic under the market. 
.. long had that situation prevailed, Mr. Maxson, the sale by 
. two cents below the standard price? 
^lAxsoN. In this case it was but one cent below the Standard price. I 
uun't quite understand. I can express the thing in a general way. When this 
condition existed in 1915, the range of prices of gasoline in Los Angeles was all 
the way from 12 to 20 cents. Subsequently the range has been decreased, until 
today it is not over 3 cents, though competition is as keen as ever. . 

Mr. Nugent. The matter running through my mind is why, if the retailers 
themselves were satisfied to sell at the prices at which they did sell, the refiners 
should be so solicitous of the welfare of the retailers that they should induce 
them to believe that they were not making a profit by selling below the standard 
price. 

Mr. Maxson. That was due to the fact that there were other stations, and 
they would have been forced out of business. 

Mr. Nugent. How long had these retailers referred to been selling at the price 
they were selling at, prior to the time the refiners induced them to believe they 
were not making sufficient profit? 

Mr. Maxson. Some for months ; some for days. The condition still exists to 
Bome extent 

Mr. Nugent. Why did the refiners endeavor to Induce the retailers to believe 
they were not making sufficient profit at the price at which they had been 
selUng? 

Mr. Maxson. They were our customer& We were interested in seeing that 
our customers succeeded. Taking Into account their overhead costs, we thought 
^^was to our interest to see to their interests to the extent of promoting more 
efficient business relations. 

Mr. Thompson. Suppose, however, one of these concerns was in another busi- 
ness, and just did this as a side line or to draw people to their place of business ; 
how could you figure it would be necessary for them to raise the price in order 
to be suecessful? 

Mr. Maxson. So far as that individual himself was concerned? 

Mr. Thompson. Yes. You must have had cases like this, as a side line, as a 
Daeans of drawing people to their stores. 

Mr. Maxson. From the total profits of his business he could sell gasoline at 
less than cost and still have a limited profit ; but while he was a success in the 
automobile business, he was driving others out of business who were depending 
on their gasoline and oil business solely. 

Mr. England. Lucklighter was one of the cases Mr. Thompson was refer- 
ring to. 

(Paragraph 5 read by Dr. Walker, as follows:) 
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" Oh Jan. 5, 1917, members of the Association were directed (effective 
Jan. 15, 1917) to: 

1. Refuse to sell gasoune to any customer who will not display the retail 
market price. 
, 2. Furnish no peddler who win resell at a greater differehtial than 2^ or 
who permits the retailer to display signs under the retail prices. 

3. Not renew contracts except at 2< below the current market price at 
date of delivery. 

(See memorandum mailed to members Jan. 5, 1917.)" 
Mr. Maxson. That was really a memorandum of mine, for my reference, but 
was never executed ; to the best of my belief it was not executed. 

Mr. Thompson. In other words, it was not sent out to any one; is that the 
idea? 

Mr. Maxson. Yes. Copies were sent out merely as information, but not with 
any obligation to execute. 
Mr. G A SKILL. On what impulse was it sent out ; what was the moving cause? 
Mr. Maxson. It was with the idea of stabilizing conditions to some extent. 
Mr. Gaskill. Did you consult with any one before sending it out? 
Mr. Maxson. No ; I believe not That was four years ago or more. 
Dr. Walker. What does "directed" mean there? 

Mr. Maxson. That is in your letter, not in my memorandum. I think that 
is a phrase in your memorandum ; that doesn't appear here. 

Mr. Thompson. Do you know whether, after you sent this out, any of them 
were not abiding by these directions or suggestions? 

Mr. Maxson. I can't specify any instance; but I am satisfied it was consid- 
ered a memorandum to follow or not as they saw fit. 
Mr. Nugent. What is the scope of your authority? 

Mr. Maxson. I have been very particular ever since I have been in this posi- 
tion. I have had as little authority as any man could possibly have — authority 
from the standpoint of issuing bulletins that meant they should abide by them. 
My position is purely a clearing-house for information on the condition of 
stocks or credits, or anything else of value to our members, from which infor- 
mation they can govern their own business as they see fit. 

Mr. NUGENT- In sending out the memoranda you act entirely on your own 
initiative, without instructions from your Association officers? 
Mr. Maxson. Yes. 

Mr. Nugent. Without having been authorized by any meeting of the officers? 
Mr. Maxson. That is true. 

Mr. Thompson. Was there any objection at any time afterwards by the Board 
of Directors or other officers to your having sent this out? 
Mr. Maxson. I recall no objection. 

Mr. Nugent. Do you know whether or not the members of the Association to 
whom you sent the memorandum acted on the suggestions contained in it? 
Mr. Maxson. I could not say four years later. I can't remember whether 

they did or not. 

Mr. Nugent. Was the matter contained in that memorandum ever again 
brought to your attention in any meeting — I mean that particular memorandum? 

Mr. Maxson. Only the subject-matter; not that particular memorandum. 

Mr. Nugent. Was any objection made by anybody to your sending out those 
directions or instructions? 

Mr. Maxson. No. 

Mr. Gaskill. Was any statement made that it had not been carried out at 
any subsequent time? 

Mr. Maxson. Yes; statements made; in fact, this was noticeable in the signs 
themselves. 

Mr. Gaskill. Any complaints made that members had not carried out the 
memorandum? 

Mr. Maxson. No serious complaints. 

Mr. Gaskill. Any statements calling attention to a better compliance with it? 

Mr. Maxson. Occasionally some one. 

Mr. Gaskhx. Who would call them to acc-ount about it? 

Mr. Maxson. I used to myself try to occasionally, especially where the qual- 
ity was considered better by the consuming public. 

Mr. MuRDocK. There is included in this memorandum I have, but not in Dr. 
Walker's, a fourth instruction — 

"Any retailer who elects to haul his own or associates' gasoline will be 
charged the regular 2^ differential at refiners' tanks." 
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Does that mean that if I was selling gasoline and wanted to get gasoline at a 
lower price I could do so by going to the 'refinery? 

Mr. Maxson. These little plants haven't facilities for handling any more than 
they can with their own equipment, and are not ordinarily encouraged to pur- 
chase equipment required in coming to the refineries. You know the rules and 
regulations cover that. Some outsider might come in there with a tank wagon, 
and in some way it might cause a fire or explosion, from static electricity, for 
instance, as we have had it happen from that very cause ; though at the present 
time, where there are facilities for having outside equipment, they may come to 
the plant and secure gasoline at the cost price, which is 2 cents, sometimes 3 
cents, under' the retail market. 

Mr. MiTBDOCK. Your answer doesn't satisfy me ; I don't know whether you can 
or not. It is one thing for a refiner to prohibit the visit of a tank wagon to 
his establishment to prevent fire ; it is quite another thing to instruct him that 
if he does come he must pay a certain price at the plant. What I want to get 
at is, what is the reason, if a retailer went to that plant, fire or no fire, why was 
he charged that particular differential? 

Mr. Maxson. We deliver it to his station any time he wants, it. 

Mr. MuKDocK. It was simply a deterrent to keep him from coming there to 
the plant? 

Mr. Maxson. Yes. 

(Paragraph 6 read by Dr. Walker, as follows) : 

" On Jan. 10, 1917, it was * agreed that none of the members (of the Asso- 
ciation) would take on the Five Mile House on El Monte Road, unless they 
displayed a 20^ sign and that should any similar case arise in the future, 
drastic action would be taken to bring them into line.' 
(See memorandum of Association meeting Jan. 10, 1917.)" 

By Mr. Maxson. Xo the best of my recollection, that El Monte road house 
was another case of a man not selling at any profit, which made him a poor 
credit risk for those who were selling to him. 

Mr. Nugent. How far was he out of town? 

Mr. Maxson. El Monte is about 10 or 15 miles out of Los Angeles. 

Mr. Nugent. A road house? 

Mr. Maxson. A filling station. 

Mr. Nugent. Are there any other retail oil dealers in El Monte except this 
particular man? 

Mr. Maxson. I don't remember whether there are any others or not. 

Mr. Nugent. If h*e was selling gasoline at a distance of 15 miles from Los 
Angeles, how would that effect competitors in his neighborhood; how could it? 

Mr. Maxson. I say it would affect his credit with those who sold to him. 
That is another side we have to look out for. If a man is buying from us and 
seUins: at a loss, or is not making a profit, the chances are we will never see 
our money. 

Mr. Thompson. What is the Five Mile House? 

Mr. Maxson. A service station. 

Mr. Thompson. Is its sole business the oil business? 

Mr. Maxson. Yes. 

Mr. MuRDocK. In that paragraph of the memorandum there is a tangle of the 
personal pronouns. I am going to ask you to follow and see if I get your mean- 
ing: "It was agreed that none of the members would take on the Five. Mile 
House on El Monte Road unless they displayed a 20^ sign, and that should any 
similar case arise in the future, drastic action would be taken to bring thenh 
into line." Have I got your meaning ; does that first " they " and the last 
" them " mean members of the association? 

Mr. Maxson. I think that has reference to the owners of the Five Mile 
House. 

Mr. Thompson. The last " them " has? 

Mr. Maxson. No ; that -refers to similar cases ; the " they " purely applies to 
the El Monte road house. 

Mr. Gaskill. Consider that in the light of the next paragraph of the memo- 
randum of the meeting : 

" It was also agreed that in case one of the members was endeavoring 
to straighten up one of his customers or one of the customers of a legiti- 
mate peddler, that all members of the association would stay away from 
the customer in question for a period of 60 days." 
What do you mean by " straighten up " customers? 
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Mr. Maxson. The same answer would apply to that as in the other case; 
it was in line with the endeavor to secure the sale of gasoline at a profit 

Mr. Gaskill. That is to say, if he felt that a customer was not retailing at a 
sufficiently high price, he could put pressure on the association so as to let 
him have free swing at his customer? 

Mr. Maxson. To some extent. That was never complied with. 

Mr. Nugent. And that no other member should sell to him. 

Mr. GASKILL. It is noted the next sentence following the one "This would 
give the supplying party a chance to straighten them up " reads : 

" The real making of this agreement was to keep the salesmen of the 
different companies from camping on the customer's trail when it had de- 
veloped that the supplying party was experiencing trouble in bringing this 
offending customer into line." 

In other words, all members of the Association were to keep away from that 
particular customer for a period of 60 days, weren't they? 

Mr. Maxson. That doesn't sound like my wording. I think that is an in- 
struction taken from a rough memorandum.^ .However, that was the implied 
intention, yes. 

Mr. Gaskill. Now take, for instance, this El Monte road house, where the 
member of the Association supplying that house apparently felt that the price 
maintained there was too low ; did that member have an examination made of the 
cost to the El Monte house to determine whether, as an actual fact, in that 
individual case the price asked did bring a limited profit into the margin, or 
was it a pure assumption that the price was insufficient? 

Mr. Maxson. It is comparatively easy to look at a station and say that, as 
to whether it is a profitable business. It is a part of the salesmen's training 
to assist the customers to do a profitable business by good service at the sta- 
tions, painting or fixing them up to make them attractive to their customers, 
to assist his customers to succeed. 

Mr. Gaskill. Then the salesman, as an expert, would appraise from his 
own point of view the question of whether or not the price asked was bringing 
a profit to the retailer, and determine whether the price asked was a proper 
one or not; is that correct? 

Mr. Maxson. Not necessarily; not without consulting the retailer. They 
consult together, and naturally the companies are in better position to know 
than the little fellow who starts a service station. 

Mr. Gaskill. Apparently the member supplying the El ^Monte station was 
having difficulty, and he was to have 60 days to wrestle out that problem with 
the El Monte proprietor. Was any examination made of any books to ascertain 
the actual cost of selling gasoline at that station? 

Mr. Maxson. I don't know ; I presume so. That I only had from the co^^ 
pany concerned. As a matter of fact, I didn't go into the question at that 
service station. 

Mr. Nugent. If a man with small capital was engaged in retailing gasoline, 
he would not last long if he did not sell at a profit. 

Mr. Maxson.^ No. 

Mr. Nugent.' Do I understand that the members of your Association were 
better able to determine whether a man was receiving a profit on his sales than 
the man himself? 

Mr. Maxson. In many instances, yes. Frequently peddlers of gasoline, 
merely because money has been made in the oil business, would buy a tmck 
and put up a service station, and didn't know whether they were making & 
profit or not. 

Mr. Thompson. Take, for instance, filling stations for the purpose of draw- 
ing customers for other purposes ; did you ever go into it to find out if they 
were making money? 

Mr. Maxson. Such as Lucklighter ? No ; it was evident he was having a profit- 
able business on his automobile accessories, but not on his gasoline. 

Mr. Nugent. In the preparation of this memorandum and its dissemination, 
and in view of the agreement entered into by the members of your Association, 
it was the intention not to sell gasoline to a retailer unless he re-sold at sncb 
prices as the Association fixed? 

Mr. Maxson. Not necessarily so. 

Mr. Nugent. Was it at all? 

Mr. Maxson. Not unless that price was necessary for him to show a pwnt 
on his business. Our price to the re-seller was the wholesale price. 
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Mr. Nugent. Then your Association would fix the price at which a man en- 
gaged in retailing gasoline could make a profit? 

Mr. Maxson. No. 

Mr. Nugent. Put it another way ; it was your intention to have your retailers 
sell at a profit? 

Mr. Maxson. Yes. 

Mr. Nugent. And you fixed the profit? 

Mr. Maxson. No, they each had a different business ; perhaps a cent profit 
would be healthy in their case, more or less. 

Mr. Nugent. In any event, your Association, determined what a proper profit 
would be? 

Mr. Maxson. In many cases; not aU. 

Mr. Nugent. Then in accordance with that memorandum, after a proper profit 
had been ascertained, and the retailer had declined to sell at that profit, the 
members of the Association agreed not to sell him gasoline? 

Mr. Maxson. He could always get gasoline from somebody. 

Mr. Nugent. I am speaking of the members of your Association. 

Mr. Maxson. The members of our Association, yes. 

Mr. Nugent. Why was it necessary, then, to enter into an agreement that 
where one member had difllculty with a customer, that the other members should 
keep away for a period of sixty days? 

Mr. Maxson. For the same reason that we might have for doing the same 
thing in connection with credits. If a man owed an Association member a con- 
siderable sum of money, perhaps more .than he was entitled to, another member 
would hesitate to extend him credit. 

Mr. Nugent. Take the El Monte road house ; the man there, say, was buying^ 
from John Jones, who was a member of your Association. He was selling gaso- 
line at 15 cents a gallon, and John Jones, from whbm he purchased the gasoline, 
concluded that this man at El Monte was not making a sufiicient profit, and he 
concluded that it was necessary for the man to sell at 18 cents ; then if the man 
demurred, under this memorandum all the other members of your Association 
would not sell to him until he agreed to sell at 18 cents? 

Mr. Maxson. Not necessarily; sometimes they did it anyhow, in spite of 
agreements. 

Mr. Nugent. That was the intention? 

Mr. Maxson. Yes. . 

Mr. Gaskill. If it was not put into actual operation, why was that put into 
the last paragraph — 

" The condition looks very much better at the present time, and in view 
of the fact that the Western Oil Co. is cut off from their 1,000 gallons 
per day with the Wilshire on Feb. 1st, and that all of the peddlers are 
going to experience difiiculty in securing supplies and a great many of 
them will have to discontinue business, the price situation ought to be 
very much improved within the next thirty days." 

Mr. Maxson. That is not from my files. 

Mr. Gaskill. That is not your entry? 

Mr. England. The writer is not Mr. Maxson. 

Mr. Maxson. I think the whole memorandum is taken from some other file. 

Mr. Abnold. The memorandum was written by a director of the Association. 

Mr. Thompson. Do you still carry out that policy? 

Mr. Maxson. No. 

Mr. MuBDOCK. The members, naturally, being in the oil business want a 
good price for the gasoline; isn't that true — ^what the traffic will bear? 

Mr. Maxson. Not necessarily. 

Mr. MuBDOCK. It has been my experience that men like to get a good price 
for their wares. I am not probably as deeply versed in it as you are, but the 
general disposition is to get a good price. 

Mr. Maxson. I had an experience with a dentist ; he got all the traffic would 
bear; but the oil men are disposed to get fair prices. 

Mr. MuBoocK. Isn't it true that the members of that Association did not 
have a very high regard for price cutting? 
Mr. Maxson. No, they did not. 
Mr. MuBDOCK. Wasn't a large part of the endeavor on your part in writing 

this memorandum to soak it to the price cutter? 
Mr. Maxson. I would not say "soak" him; rather educate him alcng the 

line of his commodity* 
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Dr. Walkeb. I would like to ask, Mr. Maxson, did the El Monte House 
buy on credit? 

Mr. Maxbon. As I remember it, they did. 

Dr. Walker. At that time? 

Mr. Maxson. Yes. 

Mr. Nugent. Do they pay their bills? 

Mr. Maxson. As I recall, that particular station was a poor credit risk. 

(Paragraph 7 read by Dr. Walker, as follows:) 

" On Jan. 12, 1917, a memorandum was sent to the members of the 
Association to the effect that if any member notified the secretary of tlie 
'likelihood of losing a customer through some misunderstanding,' other 
members would -refuse to supply such customers within 60 days after 
such notification. A list of five customers was included in this memo- 
randum. (See memorandum Jan. 12, 1917.)" 
Mr. England. This was a memorandum from the Association's files. 
Mr. Maxson. As I recall, those were all poor credit risks; but I don't think 
that 60 day scheme was ever carried out ; I never had any evidence as to 
whether it was or not. 

Mr. Thompson. How much of the oil of that country does your Association 
distribute? 

Mr. Maxson. Our members supply Los Angeles and contiguous territory 
probably 60 to 75% of the gasoline and oils. 

Dr. Walkeb. What do you mean by " contiguous territory ; " what radius, 
say? 

Mr. Maxson. We extend over perhaps three or four counties. 
Dr. Walker. How many miles? 
Mh Maxson. All within the State of California. 
Dr. Walker. How many miles radius from Los Angeles? 
Mr. Maxson. Probably 250 miles. 
Dr. Walker. What population? 
Mr. Maxson. A million and a half. 
Mr. MuRDOCK. San Diego and Long Beach? 
Mr. Maxson. Yes. 

Mr. Gaskill. Do they sell in the Imperial Valley? 
Mr. Maxson. Yes. 

Mr. MuRDOCK. It would be Interesting to know what is the approximate total 
consumption of gasoline in that territory. It is enormous, of course. 

Mr. Maxson. Last year in the State of California it was approximately 
300,000,000 gallons, of which the ten southern counties consumed probably two- 
thirds. 

(Paragraph 8 read by Dr. Walker, as folows:) 

**A memorandum of the meeting of Jan. 17, 1917, shows that an agree- 
ment was reached that * as long as the El Monte Road Five Mile House is 
now displaying a 20< sign, the Wilshire, Standard Oil Co. and Union will 
start in to clean up the 20^ signs at Alhambra, South Pasadena and Pasa- 
dena.' (See memorandum dated Jan. 18, 1917) 
Mr. Maxson. I can't say anything about that memorandum,. gentlemen. 
Mr. MuBDocK. It seems contradictory. It doesn't seem to mean anything to 

me. 

Mr. Maxson. That does not come from our files ; I can't say. 

Dr. Walker. Was it due to a difference in price in different localities? 

Mr. Maxson. I think there was half a cent difference in price at Alhambra. 

Mr. Murdock. Why at one place in the same vicinity would there be a differ- 
ential of one-half a cent? 

Mr. Maxson. That takes care of the freight, etc. 

Mr. Murdock. Would it be transportation that would cause that? 

Mr. Maxson. Yes. 

Mr. England. A thing that has always interested me in this is how the Asso- 
ciation members seem to know that the Standard Oil Co., which is not a mem- 
ber of tJielr Association, would cooperate with them in cleaning up the 20^ signs. 

Mr. Maxson. I don't know how the Union Oil Company would know that; 
that is, from their memorandum. I wouldn't know it. While we have friendly 
relations with the Standard Oil Company just as long as their market is a 
fair one, if it Is such a price that it is not profitable to us, then we establish 
our own market. 

Mr. Thompson. Do you follow their prices? 
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Mr. Maxson. As far as possible. There was an occasion when the prices of 
crude were made by our own members. 

Mr. England. Wasn't that due to the fact that the price of high gravity crude 
was different — ^more than the lower crudes from San Joaquin Valley and 
Southern California? 
Mr. Maxson. That was so in this case. 
(Paragraph 9 read by Dr. Walker, as follows:) 

" On May 5, 1919, the Association issued a * memorandum notice ' cov- 
ering gasoline, engine distillate and kerosene, and naming a price for each 
to each class of customer. (See memorandum notice dated May 5, 1919.)" 
Mr. Thompson. You have different types of customers? 
Mr. Maxson. We have garage and service station customers, peddlers or job- 
bing customers; very few, however, out there. 
Dr. Walker. You have public utilities, too. 

Mr. Maxson. Yes. Ordinarily, the price is not predicated on the quantity — 
more upon the class of customer. 
Mr. Thompson. And credit standing. 

Mr. Maxson. Credit standing enters into it. For instance, garage or service 
station credit is pretty low. A commercial customer is a house having a lot 
of trucks, usually a house having more standing than a garage and easier to 
serve. We can serve them down in the industrial part of the city ; and the 
public utilities are still easier to serve, and use still larger quantities of gaso- 
Une. 
.(Paragraph 10. read. by Dr. Walker, as follows:) 

" On May 8, 1919, the Association issued a 'confidential ' memorandum 

notice fixing the price of gasoline, engine distillate, and kerosene to bona 

fide peddlers and containing a list of such peddlers stating that *no new 

peddlers will be recognized.* (See memorandum notice dated May 8, 

1919.)" 

Mr. Maxson. Well, the list of peddlers had grown to such an extent that we 

felt they were becoming more or less of a nuisance to have them around our 

plants; so we thought rather than have any more go into business, we would 

discourage it. 

Dr. Walker. Was it a fact that the peddlers were much harder to keep in 
line on prices than other retailers? 
Mr. Maxson. No, not any more so. 

Mr. MuBDOCK. Under that order, Mr. Maxson, were any other mills, except 
the Globe and Sperry mills, barred from getting gasoline at 18^ cents? If I 
had a mill out there, would I have to pay 19^ cents? I notice you enumerate 
who the exceptions are. You didn't do it in that case by saying flour mills 
are exempt and packing houses are exempt, but you named them specifically. 
I wonder what the practice was in that regard. 

Mr. Maxson. They were placed in the same line with the larger commercial 
houses. It might not necessarily have been just those particular mills; they 
happened to be the only mills of any consequence in Los Angeles. Any other 
mills would have been treated the same way. 
Mr. Murdock. It was not a question of favoritism, but a question of quantity ? 
Mr. Maxson. Yes. We might have said, " such as flour mills or packing 
houses." 

Mr. MuBDOCK. Mr. Maxson, in an association like yours, does the member- 
ship keep pretty good track of your distributing agencies, and if you feel that 
there are getting to be too many distributing stations or too many peddlers, you 
feel free, of course to limit the numbers? 
Mr. Maxson. Yes. 

Mr. Murdoch. You felt that, rath-er than the more customers the merrier, it 
would be better to have fewer? 

Mr. Maxson. If it promoted efficiency. There were too many there, crossing 
and re-crossing each other's tracks. 
Mr. Murdock. You feel that if you have more dealers, you sell less gasoline? 
Mr. Maxson. I think so, yes. 
(Paragraph 11 read by Dr. Walker, as follows:) 

" The members of the Association agreed on Jan. 23, 1919, * that no price 
should be quoted either Tarr & McComb or Mr. Roseberg other than 6-1/H 
tank cars f. o. b. refinery on gas oil. This on account of the irresponsibility 
of the two parties in question as to the maintenance of prices.* At the 
same time * it was further agreed that all Interested would quote legitimate 
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jobbers at 5-8/4^ or Q-l/M direct to the consumer/ (See memorandum 
dated Jan. 23, 1019.)" 

Mr. Thompson. Tarr & McComb, is that a responsible house? 

Mr. Maxson. Fairly so, although they are more dealers in fuel oiL 

Mr. Thompson. How is Roseberg; does he pay his bills? 

Mr. Maxson. Yes, but he is an undesirable customer to many I am told. 

Mr. Thompson. Your objection to him here is because he did not maintain 
prices? 

Mr. Maxson. That memorandum is not in my files. 

Mr. England. That is a memorandum of an Association meeting, but it is 
not Mr. Maxson's memorandum. 

Mr. Nugent. Do you attend all of the meetings? 

Mr. Maxson. Not all. 

Mr. Nugent. In your absence, some one is delegated to perform your duties? 

Mr. Maxson. Yes, the young lady in the office. 

Mr. Nugent. And the memorandum prepared by the one delegated to per- 
form the duties of the secretary is in accordance with the wishes of the 
Association as expressed? 

Mr. Maxson. If it appears on the minutes. 

Mr. Thompson. Were you present when they discussed the Tarr & McComb 
and Roseberg matter? 

Mr. Maxson. As far as I remember. 

Mr. Thompson. Do you recall that it was there agreed that they should not 
sell to them because they did not maintain prices? ^ 

Mr. Maxson. I don't remember that that was the reason. On general prin- 
ciples they were undesirable customers. 

Dr. Walkeb. The memoranda referred to in the questions that have been 
put were not in the files of your office? 

Mr. Maxson. This particular one was not. 

Dr. Walker. Were the others generally? 

Mr. Maxson. There are a few here, one right here, and here is another one. 

Dr. Walkeb. Isn't it true that memoranda of the meetings were not filed in 
the office? 

Mr. Maxson. The memoranda of the meetings were on file in the office and 
free to the investigators. 

Mr. Gaskill. Do you know whether the officers or members made notes that 
were not filed in the office? 

Mr. Maxson. Yes ; memoranda made by some members for their own infor- 
mation, and to report to their superior officers. 

Mr. Gaskill. And to report to others besides the superior officers? 

Mr. Maxson. The superior officers in their companies. 

Mr. Gaskill. Who is C. W. Ralph? 

Mr. Maxson. Sales manager. 

Mr. Gaskill. The indorsement indicates that the maker of that memorandum 
sent a copy to Mr. Ralph? 

Mr. Maxson. Yes. 

(Paragraph 12 read by Dr. Walker, as follows:) 

** The Association issued price lists, on stove and furnace distillate, from 
time to time. 

(See price list on stove and furnace distillate 1-15-17 

9^ 1-17 

12- 1-17 

5- 6-18 

10-14-18 

" " " 2-20-20" 

Mr. Maxson. Those are two commodities, gentlemen, that the Standard Oil 
Co. does not sell in Los Angeles ; consequently, the Association published these 
price-lists as the price-list of the leading marketer of those particular commodi- 
ties in Los Angeles, viz., the Diamond Oil Company, as a guide for others in the 
same line of business, or for their information. 

Mr. Abnold. And the Diamond was a member of the Association? 

Mr. Maxson. Yes. 

Mr. Thompson. If a member does not file a price-list, is he called on to the 
carpet by the Association? 

Mr. Maxson. It is purely a guide to follow if he chooses. 
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Mr. Thompson. As a mie do they follow it? 

Mr. MAxsoiv. As a rule. 

Mr. Mx^BDOCK. I would like to know what stove distillate is. 

Mr. Maxbon. Burning oil 33 or 34 gravity, used extensively by bakers and 
some of the larger restaurants, and by some business houses for heating. 

Mr. MuKDocK. Distinguished as a distillate from furnace? 

Mr. Maxson. That is 27 to 28 gravity, adaptable to apartment houses, where 
they have a different kind of burner. Stove distillate is going out of use. 

(Paragraph 13 read by Dr. Walker, as follows:) 

** The members of the Association agreed on Dec. 20, 1916, ' that only 
four refiners were going to bid on' the contract coverii^g the (Los Angeles) 
city requirements for 1917 * and * that all should bid Ic off open tank wagon 
market price at time and place of delivery.' ( See memorandum of meeting 
held Dec. 20, 1916.)" 

Mr. Maxson. Well, that was as many as ever cared to bid on that business, 
and it didn't necessarily restrict the bidding to those particular companies if 
;my one else wanted to bid. 

Mr. Thompson. Did any others bid? 

Mr. Maxson. I don't know that they did. I don't know that all of these 
four did. 

Mr. England. How did the Association know what the Standard intended to 
bid? 

Mr. Maxson. The Association never knew what the Standard was going to 
bid. 

Mr. Thompson. Were you present at the meeting on December 20, 1916, when 
this resolution was agreed upon? 

Mr. Maxson. I guess I was ; I signed the minutes that day. 

Mr. Thompson. Those who were not permitted to bid under this agreement, 
Avhat was their attitude; did they object? 

Mr. Maxson. No one was not permitted to bid. 

Mr. England. Was it agreed at the meeting that only the four companies 
should bid? 

Mr. Maxson. No. 

Mr. England. Why wasn't it entered? What was the reason for the prepara- 
tion and issuance of the memoranda at these various meetings that don't appear 
in the record of the meetings? 

Mr. Maxson. Because they were not a part of the business of the meeting. 
These conferences, or whatever they may be, mostly occurred out in the hall 
iifter the meeting, or at other offices. 

Mr. Nugent. Among the members of the Association? 

Mr. Maxson. Yes. 

Mr. MUBDOCK. That is interesting. These memoranda are quite apart from 
the regular minutes? 

Mr. Maxson. Yes. 

Mr. MuBDocK. Now, Mr. Maxson, we have had similar cases. You have been 
secretary for a long while; how is that done? You hold a meeting; it must 
be called to order and certain things done, all of which are mentioned. Then 
do they drift out and hold another meeting? I would like to know. 

Mr. Maxson. They go out arm in arm. The chances are they haven't seen 
^ach other for a week. After the crowd is outside they do the real thing they 
^re interested in. 

Mr. Nugent. How do they get it to you? Are you part of the crowd as it 
drifts out? 

Mr. Maxson. Frequently a part of the crowd. I Just want to give you a 
sample of one or two of the things in the meetings. In order to give you an 
idea, gentlemen, of the difference between these memoranda and what goes 
on at the meetings, I would like to read, if you please, the minutes of the 
meeting of that particular day. 

Mr. Murdoch. The day this thing was done where the crowd got together and 
agreed that Los Angeles could have gasoline at a certain sum? 

Mr. Maxson. Anyhow, that particular day, Dec. 20, 1916, the secretary sub- 
mitted report of the committee on amending the city specifications on gaso- 
line, requested the withdrawal of an ordinance, etc. Committee on government 
specifications reported progress and was continued. Communication from the 
Bureau of Explosives at Washington, setting forth certain proposed .amendments 
to the shipping rules for handling gasoline. We get numerous such notices. 
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and the members are apprised of such things and kept informed, if they don't 
happen to. get the- bulletins from Washington, or read all the trade papers. I 
am there to keep them out of trouble as much as I can. 
(Paragraph 14 read by Dr. Walker, as folows:) 

" On Jan. 17, 1917, the question of new bids for the City of Los Angeleii I 
was taken up by the Association and it was agreed that * all parties who ^ 
will bid on these new requirements will bid the same as last time, namely i 
10 off the open tank wagon market price at time and place of deliverj.' 
(See memorandum of meeting held Jan. 17, 1917.)" I 

Mr. Engi^nd. I might say that the City of Los Angeles rejected the first i 
bid. j 

Mr. Thompson. Were they all the same identically? ^ 

Mr. England. They were. ' 

Mr. Maxson. The City of Los Angeles was considered the same as the public : 
utilities comprising the city, entitled to one cent off the price of the retail mar- 
ket. That would have been done whether we had met together or not, very 
likely. 

Mr. MiTBDOCK. A Commission like this, for instance, if it is going to contract 
for work, advertises for bids — open bids. Under this arrangement, Mr. Max- 
son, that is largely false motion, because instead of advertising for bids, if we 
approached your Association we would get the same price th^t was agreed 
upon at that meeting, whether done in accordance with the minutes or not. Ir 
isn't usual that bids are the same. 

Mr. Maxson. It comes about automatically.. There is a certain commercial 
price and a public utility price for most every commodity. 

Mr. Nugent. As a matter of fact, there was a price agreed upon, and there 
were no competitive bids? 

Mr. Maxson. Fixed by the larger companies and usually followed by tlie 
smaller ones. 

Mr. England. If the Standard adopts a price, you usually adopt it? 

Mr. Maxson. Yes. 

Mr. Thompson. Did the Standard Oil Co. bid in this instance? 

Mr. Maxson. This is a Union Oil Co. memorandum. The Standard Oil Co. 
appears to be a bidder. 

Mr. Thompson. Is it a coincidence that your four bids were the same as the 
Standard's? How did you happen to know what theirs was going to be? 

Mr. Maxson. We don't always know it, but we can make a pretty good 
guess, judging by the bids of a like nature made in the past. 

Dr. Walker. Do you mean they have a certain market price, and have been 
in the habit of bidding so much off that to public utilities in the city? 

Mr. Maxson. Yes, just as it has been the practice to give gasoline to the re- 
seller at 2 cents off the retail price. 

Mr. Thompson. I believe that covers all of the questions, doesn't it, doctor? 

Dr. Walker. There is a No. 15 here. 

Mr. Nugent. Does that memorandum to vrhich you just referred, doctor, pur- 
port to be a memorandum of action taken by Mr. Maxson's Association? 

Mr. England. By the members of his Association. 

Dr. Walker. I think the second memorandum is imi)ortant, the supplementary 
one, skipping No. 15. No. 15 is just a statement of fact. Mr. Maxson is also 
secretary of this other association. 

Mr. England. Pardon me; there is one thing I have always been curious 
about, and have already mentioned it to Mr. Maxson ; that is, beginning in 1915, 
when the Association met and had its first price agreement, following all the 
way through and up to date, the Standard Oil Co. was always very promptly 
supplied with a memorandum similar to the one we have here of the action taken 
at these meetings, and I have been curious to know how it was they could obtain 
this information so very promptly — whether they had a representative at the 
meeting, or just how they got this information. The thing I am curious to 
know is, how the Standard Oil Co. was always supplied with a memorandum 
showing the action taken at these meetings. 

Mr. Maxson. It has always been a puzzle to me, just as much as to you how 
the Standard knew so much about our business, because they had no access to 
our files or offices ; in fact, the representatives of the Standard Oil Co. were never 
In my office. 

Mr. Thompson. You don't send them communications? 

Mr. Maxson. No. Probably they secure the information from some of tlie 
members. 
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Mr. MuBDOCK. It could be easily done by telephone. 

Mr. Maxsoit. Yes, but never by myself. 

Mr. England. Would it be possible to obtain it from the trade — the retailers? 
Would they know anythinj? about the action of the Association? 

Mr. Maxson. Sometimes they knew, yes. Probably they could get it from 
some of our salesmen. 

Mr. Engi^and. Your judgment would be that they would get it from the 
salesmen, and not general gossip? 

Mr. Maxson. That is another thing we try to bring about, the elimination 
of so much false information going about through the trade. I am called upon 
every day to establish the veracity of some statement that has been made 
somewhere down the line, and I find that that alone has imiwoved the condition 
of business generally with our people. 

Dr. WAI.KBB. The Standard seems to have succeeded along that line; they 
get the facts pretty accurately. 

Mr. Maxson. I suppose they do. 

Mr. Thompson. Suppose we proceed with this last memorandum. 

(Paragraph 1 read by Dr. Walker, as follows:) 

** The California Petroleum Exchange through its Secretary H. H. Max- 
son, collected information from its members as to production and sales of 
gasoline and engine distillate for the purpose of 'determining the limits 
of surplus goods we are asking other marketers to dispose of pending the 
stabilizing of prices.' (Letter from Maxson to Turner Oil Co., April 4, 
1918.)" 

Mr. MuRDOCK. Will you, Mr. Maxson, first explain what is the difference be- 
tween the Exchange and the Association? 

Mr. Maxson. The Exchange I am responsible for organizing in 1918 as a 
wheel within a wheel. The Exchange is composed of five of the small refiners 
for the purpose of giving a greater purchasing power of crude oil, which they 
have had diflficulty in obtaining, and, second, for the purpose of disposing of 
surplus products, such products as are not consumed on the local market, such 
as kerosene, which is always a drug on our market, because natural gas and 
electricity take the place of kerosene oil and because we have a warmer 
climate. 

Mr. Mukdock. Then the Exchange is a much smaller body than the Asso- 
ciation? 

Mr. Maxson. Yes. It has more power as buying and selling agents. The As- 
sociation is a mutual admiration society, I sometimes call it. 

Mr. Mubdock. It very frequently happens that here, in talking to secre- 
taries of associations, the secretary tells the Commission that he is under the 
constant obligation to warn members of the Association at their meetings that 
they must not talk price or price agreements. Do you recollect whether, In 
your career, you have sounded that warning to members of the* Association at 
the meetings? 

Mr. Maxson. Perhaps on occasions I have, yes; though they accuse us of 
having been very particular to avoid that subject; 

Mr. Mubdock. It is almost inconceivable to see a group of business men get 
together to talk over business that they will not talk prices. 

Mr. Maxson. Yes, occasionally; but they are reminded that they are violat- 
ing some statute. 

Mr. Thompson. Anything further on No. 1? 

Mr. Maxson. There is another benefit to any one of our members whose stor- 
age capacity is limited, and who is not successful tn disposing of all of his 
products, while some other member will be more fortunate in disposing of 
what this man accumulates; so my oflftce is a means of keeping each man's 
stock of supplies from running over. It is a material benefit to the members to 
be able to switch one man's stuff into another line of trade, or remove it out 
of the territory. 

Mr. Mubdock. Of course there is an assumption in anybody's mind that if 
you allow in a given territory a surplus of supplies to accumulate, you nat- 
urally vary the price, and that in the shipment of the surplus out of the terri- 
tory, it was for the purpose of maintaining the price in that given territory. 

Mr. Maxson. Yes ; from the producer's standpoint, it is for the purpose of 
keeping his stock in a healthy condition. Possibly the quality of his goods is a 
little off. However, this Association has gone to a lot of trouble to establish 
uniform quality. I will have to take credit for establishing gasoline quality 
in Los Angeles. 

Mr. England. What is the test? 
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Mr. Maxson. We have the Navy specifications. 

Mr. MuBDocK. We had a case here, Mr. Maxson, where a member of the Cali- 
fornia Raisin Go. one year was embarrassed by the fact that the carry-over was 
preventing him from making his price for the succeeding year, and he went 
out and bought up the surplus from the market which was embarrassing Mm. 
Of course we thought that was illegal. 

Mr. Maxson. We are not so organized that we can conduct business along 
the lines that the raisin growers do. I have endeavored to follow more in the 
^Footsteps of the California Fruit Growers Exchange, which I understand complies 
with every requirement of the law. Am I right? 

Mr. MuRDOCK. I don't think it hajs ever been challenged. 

Mr. Maxson. When I organized the Ebcchange, I thought that the Frnlt 
•Growers was a good example to follow. 

Mr. Mubdock. I think the Fruit Growers doesn't take title to the goods, and 
jrour Exchange doesn't take title to the goods? 

Mr. Maxson. No. 

(Paragraph 2 read by Dr. Walker, as follows:) 

"During the first half of 1919 (Jan. 1 to July 9, 1919) the exchange 
shipped 193 car loads of stove and furnace distillate out of the Los Angeles 
territory, shipments being prorated among the exchange members appar- 
ently, the purpose being to take care of the oversupply of these products 
and maintain prices. (See Annual Report of Exchange, July 9, 1919.)" 

Mr. Maxson. As a matter of fact, that stove and furnace distillate was not 
shipped out of the Los Angeles territory. We shipped engine distillate out, but 
not stove and furnace. 

Mr. England. So that paragraph showing shipments as far east as West 
Tirginia does not refer to the 193 cars. 

Mr. Maxson. No. 

Dr. Walker. But you did ship some commodities to West Virginia? 

Mr. Maxson. Engine distillate. 

Mr. Thompson. 193 carloads? 

Mr. Maxson. That is In another memorandum. 

(Paragraph 3 read by Dr. Walker, as follows:) 

" The California Petroleum Exchange attempted to eliminate competition 
in purchasing crude petroleum and avoid the payment of premium for light 
crude by establishing a purchasing agency in connection with the Inde- 
pendent Petroleum Marketers Association. (See memorandum of Associa- 
tion meeting, Feb. 14, 1917. Letter from secretary of the Association to 
members, May 18, 1918.)" 

Mr. Maxson. We have had this difficulty, gentlemen, in securing crude oil 
from the producers, due to the fact that the Standard Oil facilities, that is, the 
larger companies' facilities, pipe lines, etc., are more inviting to the average 
producer. The smaller refiners must take their crude oil in tank cars, which 
'entails a certain expense to the producers, and awaiting the arrival of tank 
cars. During the period when this has been so difficult to secure, producers 
have been more or less inclined to capitalize upon the facilities of the larger 
<;ompanies in conto^st with ours, and naturally wanted to secure as much as 
they could for their crude oil, and wanted to get them to bidding against one 
Another for this crude, until the prices being paid were as high as 75 cents to 
a dollar a barrel bonus, and their purchase price constituted the crude oil 
market at the wells. There was only one way, to organize and secure sufficient 
information to know whether or not a particular producer had been offered a 
higher price than our members. They were lying all the time ; so we were pay- 
ing more than we should pay. 

Mr. Mubdock. The Standard doesn't take a premium? 

Mr. Maxson. No; the premium is a greater price than that set by the 
.standard. 

Mr. Mubdock. But the smaller refiners did pay a premium for light crude? 

Mr. Maxson. Yes. We got some oil without a premium but usually we had 
io pay a bonus for it 

Mr. Thompson. Do you care to say anything further, Mr. Maxson? Do you 
^are to go over it with Mr. Richmond? 

Mr. Richmond. I am Secretary to Congressman Osborne. I don't represent 
Mr. Maxson, but I am here to help him on his matters, and there are two or 
three points that have not been brought out by the Commission. Ton said, Mr. 
Maxson, that you were endeavoring to maintain the organization in conformity 
with the Federal Trade Commission's approved methods? 
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Mr. Maxson. Yes. 

Mr. Richmond. Now, I notice that in this Ust, this memorandum list of 
charges, or statement of matters on which questions were to be asked, that 
the latest date is July 9, 1919. In the memorandum concerning the Independ- 
ent Petroleum Marketers' Association the latest date I believe is February, 
some date in February, 1917. 

Mr. Abnold. February 20, 1920, is in the price-list 

Mr. Richmond. Waiving the matter of the price-list, I understand that the 
latest date anywhere else was July 9, 1919. I will ask you if representatives 
of this Commission called at your office and examined your papers? 

Mr. Maxson. Yes, they did. 

Mr. Richmond. Did they have access to all your files? 

Mr. Maxson. They had free access to all my files. 

Mr. Richmond. Spent some time? 

Mr. Maxson. About a week or ten day& All of the files of my office were 
at their disposal. 

Mr. Richmond. Were you present when the work was going on? 

Mr. Maxson. As much as I could be. 

Mr. Richmond. And they seemed diligent? 

Mr. Maxson. Very much so. 

Mr. Richmond. That being so, and no questions having arisen since that 
date, is it your two associations' policy to continue any of these practices 
which have been suggested might be objectionable? 

Mr. Maxson. No, nothing that we have any knowledge of.. 

Mr. MuBDocK. You have opened a pretty wide door. Why do you say con- 
sidered objectionable? 

Mr. Richmond. I had in mind that they were matters into which you desired 
to inquire, because the Commission thought they might prove objectionable. 
Mr. Maxson, are any of these matters, matters involving interstate commerce? 

Mr. Gaskili.. Isn't that a jurisdictional question? 

Mr. Richmond. Yes. 

Mr. Thompson. Is he qualified to speak on that question? 

Mr. Nugent. Let me call your attention to this fact: This investigation is 
in response to a Senate Resolution. It is not instigated by the Federal Trade 
Oommissicm; it is simply a Senate Resolution, and a report is to be prepared 
by this Commission and submitted to the Senate. 

Mr. England. I might also say, Senator, that the Resolution specified that 
the period beginning with 1914 should be covered. 

Mr. Thompson. The mandate came from the Senate; it was not instigated 
by us. 

Mr. Nugent. They desire to size up that situation. Interstate or intrastate 
commerce has nothing to do with it. 

Mr. Richmond. Do any of these shipments or any of these matters dealt 
with in these memoranda concern any understandings had with the Standard 
Oil Company? 

Mr. Maxson. No. 

Mr. Richmond. Or any company outside of California? 

Mr. Maxson. No ; our membership is confined to California and to organiza- 
tions outside of the Standard Oil Co. Our business is practically all done in 
the State of California. 

Mr. Gaskhx. In making those replies, I understand you are referring to 
Association activities that relate to practices or agreements executed without 
your knowledge, and shown by some of the memoranda? 

Mr. Maxson. They have to do with our business as shown by the records 
of the organization. 

Mr. Richmond. It is my understanding that the Commission is not proceed- 
ing under the authority of the act to regulate commerce, but merely under the 
Poindexter Resolution, and therefore this testimony doesn't bind the Associa- 
tion in another proceeding. 

Mr. Mubdock. Mr. Maxson, before you go, for my own satisfaction, who did 
finally sell the City of Los Angeles gasoline, after it had advertised for bids 
and re-advertised for bids and got the same bids again, then bought in the 
open market? What firm sold them their gasoline? 

Mr. Maxson. The purchasing agent alternated among the various concerns; 
one company one month and one another. 

Mr. Mubdock. That was spread out among the four companies? 

80771^—22 ^14 
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Mr. Maxson. I presume there were some other companies that wanted to 
bid ; ordinarily it is not desirable. 
Mr. MuBoocK. Did this feature of the case get into the Los Angeles papers? 
Mr. Maxson. I never knew anything to be kept out of the papers. 
Mr. Thompson. If there is nothing further, we will adjourn. 
(Meeting adjourned at 4.45 P. M.) 



Exhibit 5. 

KINSMAN (ARIZONA) CASK 

R-97T 

STANDABD LETTER ON CONMnONS AT KINGMAN. 

Phoenix, Asiz., June 26, 1915, 

Subject : Conditions at Kingman. 
Mr. H. T. Haspeb, 

Standard Oil Bldg.j San Francisco, California, 

Deab Sib : Referring again to conditions at Kingman : 

The writer has just returned from that field, and findis a rather perplexing 
situation there. 

It is apparent that the Union Oil Oo. have lowered the list price at Kingman 
1^4 per gal. The present price condition cannot be construed any other way. 
as they are selling to every small consumer, merchandise house, and Mining 
Company at our Dealer's price, which is 1^^ off list on iron barrels and cases. 

On top of this cut in price they are making deliveries to the mines, etc., at 
about one-half the cost per ton of which Lovin & Withers, Tarr & McComb and 
the Arizona Stores charge. This gives the small owner the benefit of our pres- 
ent dealers price at Kingman, besides allowing them to enjoy a freight haul 
which figures about 2^ per gallon less than what they have formerly paid. 

The country tributary' to Kingman is not suitable for a truck, altho the op- 
erating companies at Kingman use short coupled wagons with as high as tea 
to sixteen mules to drag the loads over the mountains. The Union have been 
experiencing a large amount of difiiculty in making the trips ; in fact, the truck 
has refused to go over certain mountains, and they have had to pay exorbi- 
tant freight charges to the freighting companies to pick them up on the road 
and deliver the goods to the customers. I feel confident in saying that to any 
well-organized company their present business policy would not allow them 
to keep it up very long, providing they want to do business at a profit They 
have made the boast to the interests at Kingman that they are going to do 
business if they are compelled to do it at a loss, and this apparently is what they 
are doing. Our dealers are selling our products at cost price in order to meet 
the Union competition. This, of course, they will not be able to keep up for 
any length of time. Tarr & McComb, Lovin and Withers and the Arizona Stores 
Co. all voiced their opinion that they wanted to still handle business and buy 
our products, but asked for a differential under their present price so as to en- 
able them to do business and make a dmall profit. 

There seems to be but two avenues open to us at Kingman ; one is to lover 
our list price of 1^4 per gal., giving the dealers their present differentials off 
list. This would enable the dealer to obtain a small profit, and I believe we 
would continue to secure a large portion of the business even though the 
freighting charge of these companies is higher than the Union's. 

I doubt if the Union will pursue their present freighting policy very long, 
unless they desire to lose money. 

The other avenue would be to establish a list price and go after the business 
direct. This would be a very costly way of doing business, as it would neces- 
sitate placing a salesman in the field to stay at Kingman permanently. ^Ve 
would have to buy him an automobile. We would be compelled in a certain 
measure to extend credit to small mines that take all the way from six to nine 
months to pay their bills. We would either have to purchase an auto truck 
to make deliveries, or would be compelled in a measure to meet the Union's 
laid down prices by employing freighting outfits. 

I would like to secure for you concrete evidence of this price which the Union 
is making, and I believe I will be able to forward you some of their invoices 
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in the near future. There is no question but what the price is correct, as we 
verified it in many ways. 

It would seem that it is imperative for us to arrange price conditions at 
Kingman so as to give the dealers their profit at once, or change our selling 
policy completely and go after the trade direct 

I would be pleased to have your version of what you believe should be done, 
after reading the information which I have given you. 
Yours very truly, 

J. E. Balslet, 
District Sales Manager. 
JEB : E 

STANDARD LETTER IN RE REDUCTION OF PRICES. 

R-977 
San Francisco, Cal., June SOy 1915, 

Subject: Conditions at Kingman. 

Mr. J. E. Balsley, 
PhoeniXf Ariz. 

Deae Sib: We have carefully gone into the matter relative to conditions at 
Kingman, as mentioned in your letter of June 26th, but cannot fully concur with 
you in your recommendations as to the reduction in price. 

Will suggest that immediately upon receipt of this letter, you reduce your 
prices at Kingman on Refined Oil, Red Crown Gasoline and Engine t)istillate, 
both bulk and cases, 1^ per gallon, and after complying with the above kindly 
advise this oflfice the prices that will be in effect at Kingman. 

It Is our impression that this reduction in price should meet the competitive 
conditions that exist, and at the same time allow a sufficient margin for the 
jobbers in that vicinity to handle our products. 

Kindly keep careful watch of the situation and advise us fully of any changes. 
Yours truly, 

P. 

HTH : P 



UNION LETTER IN RE STANDARD PRICE REDUCTION. 

CAM-628 

Kingman, Oct, 14th, 1915. 
C. E. Bkach, Special Agent, 
Phoenix, Ariz. 

Last Raise on Gasoline & Distillate. 

After talking with several customers and seeing two or three invoices it 
seems that the Standard Oil Ck)mpany did not make the raise of one cent on 
Gasoline and one half cent on Distillate. As they are still selling here at the 
old price, viz. Gasoline 17 cts. and Distillate 12 cts. 

The above raise was authorized by your office on October Fifth. 

Find today that Standard Oil Co. sold Golconda Extension Mines Co. a car 
of 16 gravity FUEL Oil at 40 cts. F. O. B. Los Angeles. 
Yours very truly, 

(Sgd) C. A. MooBE 

cc to 

Mr. C. W. Ralph 

UNION LETTER INSTRUCTING AGENT TO CONFER WITH STANDARD. 

JHH-93 

Los Angeles, Cal., Oct. 16, 1915. 
C. E. Beach, Spec. Agent 
Phoenix, Arizona. 

Advance in prices. 

We have just wired you as per confirmation attached. C. A. Moore's letter 
to you of October 14th, file CAM-628, copy to us ; also his letter, file CAM-630, 
of October 14th, copy to us. In both instances he is calling our attention to 
our competitor's not advancing their prices. 



200 PACIFIC COAST PETROLEUM INDUSTRY. 

We trust you can see who ever is necessary and get this adjusted, for, if 
they will not line up as we have been lead to believe they would do, it will 
simply force us to meet existing conditions, which we do not wish to do, pro- 
viding it can be adjusted differently. 

Trusting you can work this out satisfactorily, kindly advising us the out- 
come, we are, 

Yours truly, 



JHH-NB Manager of Stations 

UNION TELEGRAM INSTRUCTING AGENT TO CONFER WITB STANDARD. 

No. 3405 
[Telegram.] 

Union Oil Company of Califobnia, 

Lo8 Angeles, Col,, Oct, 16, 1915. 
To C. E. Beach, 

Union Oil Co. of Abizona, 
Phoenix, Arizona, 

Referring to Moore's letter fourteenth Competitors not meeting advances 
See them and adjust Advise us 

Union Oil Ck>. of Oalifobnia 
Dept. Sales 

Chg to U. O. Co. of CaL 
NB 8/30 A. M. 



UNION LETTERS REPORTING CONFERENCE WITB STANDARD. 

In reply give No. CEB-7732 

Union Oil Company of Califobnia 

Phoenix, Ariz, October 19, 1915. 
Mr. C. W. Ralph, Mgr. Stations, At Los Angeles, Calif. 

Att'n. Mr. Answering letter JHH-93 

Subject: Kingman Prices. 

Dear Sir : Referring to the above subject : I have talked this matter over with 
our Comx)etitor, and of course, they denied not having raised their price the last 
time prices were raised in Arizona. However, one of their representatives is 
on his way to the Coast, and informs me is stopping off at Kingman, and will 
look into this matter. I think this will be adjusted if they are out of line. 
Yours very truly, 

(Sgd) C. E. Beach, 

Special Agent 
CEB : ES. 



In reply give No. CEB-77333 

Union Oil Company of Califobnia 

Phoenix, Ariz, October 19, 1915. 

Flagstaff, Arizona. CA3I-630 Kingman Prices. 

C. A. MOOBE. 

Referring to the above subject : I have not had a chance to talk this matter 
over with Mr. Balsley, but talked to Mr. Ferguson and of course he contends 
that they are selling at the regular list price, and raised the price as we did last 
time. However, Mr. Ferguson is on his way to Kingman at the present time, 
and I trust will adjust matters, but it would be well for you to keep your eye 
on this, which I know you will do, and see if they really do make the right 
price. 

At the time I wired you last Saturday, I did not notice the clause in your 
CAM-626 regarding Mr. Ridenour at Hackberry. 

With best regards, I am, 
Yours very truly, 

(Sgd) C. E. Beach, 

Special Agent, 

CEB/ES 

cc-C. W. Ralph 
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UNION LETTER ALLEGING PBICB CUTTING BT STANDARD. 

CAM-655 

Kingman, Oct. 29th, 1915. 

Kingman Prices. 

C. E. Beach, Special Agt. 
Phoenix, Ariz, 

1 have been making a very hard fight since you left and as so many things 
turn out in this our Jonah point I have had bad luck on getting our empty 
barrels in. In the first place I was unable to catch the Copper Giant Mines 
people to get the barrels from Valentine Bowen spoke of. Then it so hap- 
pened that the Santa Fe local freight ran up against the Hour Law which tied 
them up. This balled up their shipping, so we have no barrels up to this hour. 

I have been cussed more in the past two days by our customers because we 
failed to deliver their orders than I have had since coming into the State. 
Have had 3,000 gallons of orders cancelled. 

Had the business in sight and would have liked to have made my estimate 
of 25,000 gallons good for October but circumstances went against me. 

Had a talk with Union Basin Mining Co. of Golconda this evening and Mr. 
Wamvig states that we are one cent high over the S. O. Co*s. price quoted him 
Oct 27th, on Kerosene, Gasoline, and Distillate. Also claims that S. O. Co.'s. 
new quotations on Lub. Oils are below our latest quotations. 

Do not know what Mr. Balsley will tell you but we are being imposed on 
here by S. O. Ck). beyond any question of a doubt. 

I shall continue to hold the big end of this business if you will either stop 
them from cutting or let me meet their sallies. 
Your very truly, 

(Sgd) 0. A. Moore 

ec to 0. W. Ralph 

UNION LETTER SUGGESTING CONFBEBNCB WITH STANDARD. 

In Reply Give No. JHH-131 

Union On. Company of California, 

Loa Angeles, CaUf,, 2fov, S, 1915. 

Kingman Prices. 
C. E. Beach, Spec. Agt. 
Phoenix, Arizona. 

We are today in receipt of copy of Mr. C. A. Moore's letter No. 655, of 
October 29th. 

After reading this letter over carefully we would suggest that you see Mr. B. 
and show him that portion of Mr. Moore's letter in which Mr. Moore thinly his 
company is treating us unfairly in not maintaining prices. 

As you appreciate we took Mr. B. at his face value and believe that he intends 
to play fair with us, and it is only courtesy on our part to give him a chance to 
show his hand and not Judge him unduly. 

For your information, I went to Kingman as you well know, and tried to 
straighten out the situation to the best of my ability. We had the assurance 
from Mr. Harlan that his company intended to play fair and do everything they 
possibly could to adjust any matters as to price cutting. I gave your assurance, 
and my own, that we would do our part to keep from demoralizing prices as I 
know that you feel we will all.be better off to get a good price out of our King- 
man products as you realize it is a very expensive place to do business. 

Mr. Ralph has written you in full on this subject and when next I have the 
pleasure of seeing you in person I will be more than glad to teU you many 
things which will be to your benefit and ours. 

In reference to assisting Mr. Moore in regard to getting empty containers back 
to Kingman as stated to you and to him, we are short of these empty containers 
at Los Angeles, and he certainly must not look to us for help. We regret that 
we are in this condition, but these are the facts and he must exert his own 
personal efforts in and around Kingman and see that the packages which he 
puts out are returned to him promptly. 

I went over some of the drum records at Kingman and found that some of 
the packages had been out from three to six months. I believe that this can 
be overcome to a great extent if the Kingman boys will take hold of this matter 
themselves and try to get these containers back and not lean too much on you 
and your office to do everything for them. 
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We appreciate that it is discouraging to Mr. Moore to take orders and not be 
able to fill them and no doubt the trade does "cuss " him as he puts it for not 
filling their orders promptly, but there are always two sides and, as stated 
before, I believe that a great deal of this cussing that he is getting can be 
eliminated if he will chfise hims^f a little harder and not give out his con- 
tainers too freely to people who will not return them. 

I took it upon myself to instruct Mr. Moore that he must not cut any prices 
without first conferring with you, as we have made certain promises to our com- 
petitors which we feel in duty bound to keep, providing they are fair witb yi& 
If Mr. Moore can show us at any time where they are cutting prices, you know 
that we will be at all times willing to give you, or him our best efforts to correct 
anything that is wrong. 

Your co-operation with us along these lines will be greatly appreciated. With 
kind personal regards, I am/ 
Yours truly, 



JHH-NB 

cc C. A. Moore 



UNION LETTER SUGGBSITNG FURTHER CONFERENCE WITH STANDAR1>. 

JH:H-185 
Los Angeles, Calif., Nov, 18, 19X5. 

Kingman. 

C. B. Beach, Spec. Agt. 

Phoenix, Ariz. 

1 have gone over the Kingman letters and note in several instances, ^where 
Mr. Moore sights [cites] where the Standard Oil Co. actually have not acted in 
good faith and I would suggest that before you go to Kingman, you see Mr. B. 
and sight [cite] him the cases» and further try to get him to state further Just 
what his Company will agree to do as to the prices at Kingman. 

If possible, I would further suggest that you have Mr. Moore at Kingman, 
also try and arrange to find out if the different parties on whom you were 
wishing to call were at Kingman, as you no doubt, remember on my laBt visit 
Mr. Granger was away which in a manner blocked what we were trying to 
accomplish and the thought occurred to me that it would be well to make 
sure this time that all of our parties are in line so as to try and get the 
matter cleared up satisfactorily to all concerned. 

Would you think it advisable to have Mr. B. have a r^resentative of his 
on the ground so If anything should develop, you could no doubt, get it ad- 
justed satisfactorily? I simply outline this to you after going through wliat I 
did so as to avoid a similar experience. 

I am enclosing copy of a letter furnished us by Mr. Moore from F. W. I>ryden 
who seems to be buying distillate from the S. O. Co. at a cut price. This might 
be another case to sight [cite] to Mr. B. for an explanation. After sizing the 
situation up, there is no question but what our competitor was out of line at 
times and possibly we were, but we now hope that you and Mr. M. can go on to 
Kingman and that you will have a settled understanding or as near as possible 
Just what they are going to do at Kingman so that we can line up accordingly. 

If the writer can be of any personal assistance to you, do not hesitate to 
call on us. 

Yours truly, 

JHH :LV. 

UNION LETTER REPORTING PROiaSE OF STANDARD TO "UNB UP" ON PRICES. 

Union Oil Company of Califobnia, 

Phoenistf Ariz,, Dec, 1, 1915, 

(Subject : Kingman Prices.) 

•C. W. Ralph, Mgr. of Stations, 

Los Angeles, CcUifonvia, 

Referring again to the matter of Kingman prices, I today had a long talk 
with Mr. B and he promised me that they would line up with us on the King- 
man price inside of ten days, that is, they will advance their list in the to\en 
of Kingman where they have been cutting. Of course you understand the last 
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list that we fixed up at Kingman which Mr. Hnll took in with him is all O. K. 
with the exertion of the 1^ off on Distillate. This was caused by an error of our 
competitor getting report that price of Distillate should also be advanced when 
Gasoline advanced on last Saturday the 27th, so by taking the 1^ off of Distillate 
column at Kingman, and the different mines, your list will then be correct. 

Suppose of course since Mr. Hull has gone into this matter thoroughly with 
you there is no reason of going Into details on this subject, but I wish to 
advise yourself and Mr. Hull that the proposition looks better to me now than it 
ever has before, and especially since I have talked with Mr. B. 

Will you please advise me as to about what time you will be able to again 
visit Arizona as I am anxious for you to look over the field at Bisbee before 
I go any farther with it You will remember this is the place the Calumet & 
Arizona mine is located, and we have a very good chance of getting Lubricating 
business here if we will make arrangements for handling same. 

On my trip up north, after leaving Mr. Hull, I visited Flagstaff and found 
everjrthing running in very good shape, and took Mr. Brewster with me to call 
on the trade at Wlnslow. I now have him lined up so that he understands 
what we expect of him, and I am satisfied that we are doing the right thing 
by making this change in the work. 

Yours very truly, 0. B. Bcach, 

Special Agent, 

CEBiES 

UNION LETTER SUGGESTING " ANOTHER EFFORT ** TO ADJUST PRICES WITH 

STANDARD. 

JHH-354 
Los Angeles, Calif., Dec, 2Sd, 1915, 

Kingman Prices. 

C. E. Beach, Spec Agt. 
Phoenix, Arizona, 

We wired you as follows: 

"In reference to your conversation yesterday with Mr. Blue suggest you 
make another effort with interested parties to get Kingman prices adjusted. 
If you can not, meet their prices, advising fully." 

We attach herewith confirmation. 

We Imow you appreciate we are anxious to get prices adjusted throughout 
your territory, as per personal talk with Mr. B ; and ourselves some time ago. 
Won't you kindly bring the matter to an issue along lines talked of, advising 
as soon as you possibly can what arrangement can be made so we will know 
where we are and can get our prices lined up accordingly. 

If we are higher at any points and they will not adjust them in accordance 
with ours, so advise us and we will arrange ours to meet these conditions. 

We hope you will be successful in getting everything straightened out to 
your satisfaction. 

With kind personal regard, we are, 

Y ours truly, , 

JHH NB. Mcmager of Stations, 

UNION LETTER DIRECTING AGENT TO MEET STANDARD PRICES. 

In Reply Give No CWB 9805 

Union Oil Company of Califoenia, 

Phoenix, Ariz,, Dec. 27th, 1915. 

35^^-341-3e0 

C. W. Ralph, Mgr. of Stations. 
Los Angeles, CaUf, 

We are today wiring Mr. A. O. Bowen at Kingman as follows : 
"Effective immediately reduce price one cent all deliveries Gasoline, Kero- 
sene, and Distillate at Kingman only. Also refer our telegram twenty-third 
advancing price Gas Oil. Do not make this advance until further advised." 

It seems that the Gas Oil price has been a little bit mixed in our territory 
of late. While the writer was at Globe our competitors reported a 2i^ raise, 
which as you know Mr. Morgan made arrangements to meet, and so advised 
our Kingman station; but this morning we have your letter of the 24th, 
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JHH — ^no number, in regard to Mr. Moore talking with Mr. Allen Ware, and 
making arrangements to raise Gas Oil price at Kingman 10 only. I have talked 
this matter over thoroughly with Mr. B. and he advises that his people have 
really raised the price to 5H f. o. b. Los Angeles to everybody, and it was 
his understanding that this raise applied to all the companies, but I 
gather from your several letters on this question that it was not your 
understanding that there was this raise at Los Angeles. We appreciate 
your making arrangements with Mr. Moore for this 10 raise at Kingman 
and trust we can eventually get the other raise of lf0 into effect. Would 
appreciate if you would investigate this Gas Oil price on the Coast and 
advise just what you think in regard to same as we certainly want to take 
advantage of every bit of profit we can, but at the same time do not want to 
jeopardize our business by tob much of a raise. 

You will also note I have advised Kingman station to meet our competitors' 
list on Gasoline, Kerosene and Distillate. This was done after talking the 
matter over thoroughly with Mr. B. He think we justified in doing this 
as his people at Frisco are slow in adjusting this matter. 

We trust this makes the matter clear to you in every way. You can now 
see what occasioned our telegram of December 23d, which you mentioned in 
your JHH-^eO. 

Yours very truly, 

O. E. Beach:, 
Special Agent. 



Exhibit 6. 

NOTICE OF PRICE CHANGES. 

Union Oil Company of California, 

El Centro, Cal., October 28, 1915. 

Answering letter JE[H-126 Oct. 26th. Subject : Advance Refined- Oils. 

Mr. 0. W. Raiph, 

Mgr. Stations at Los Angeles. 
Att'n Mr. Ralph. 

Deab Snt : Please be advised that Gasoline, Benzine, Naptha and Engine Dis- 
tillate advanced one cent on October 26th. We received your telegram and fol- 
lowed the advance as soon as we found that it had actually gone into effect. 
If you will kindly let us have this information as soon as possible in each case, 
it may be of material benefit to us, as the other fellow has the advantage over 
us in this respect. In this particular case the Standard Oil Company representa- 
tives received this information the previous day and of course took advantage 
of the condition by notifying all of the trade to fill up at the lower figure. In 
order to be in the same position, it wiU be necessary for us to receive this 
information as soon as possible. 

Thanking you, I am 

Yours very truly, F. E. Albbight, 

Special Agent. 

FEA:M 



Exhibit 7. 
COMPLAINT OF PRICE CUTTING. 

In reply give No. PEA616 

Union Oil Company op Califobnia, 

El Centre, Calif., Aug. 18, 1315. 

Answering letter . Subject: . 

Mr. C. W. Ralph, 

Mgr. of Stations at Los Angeles, Calif. 

Att'n Mr. . 

Deab Sib: Confirming phone conversation of this date, would say that the 
Standard Oil are reported to me as offering the Harry Baum Grocery Company, 
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at Brawley, two cents off on ga^line. This Ck)mpany informed me that unless 
we could meet this price, they would be compelled to make a change. Mr. 
Baum has been a customer of ours for years and is considered one of our best 
boosters. He also pays cash at time of delivery, and I would feel very badly 
if, for any reason, we were to lose him. 

I am also informed that the Standard Oil are delivering to Nice Bros. Imple- 
ment Company and Galipatria Hardware, at Oalipatri, at two cents off the list 
price. Mr. Keck, our truck salesman saw one of the driver's tickets, which was 
made out without any price being given, but was also shown an invoice from 
Los Angeles, covering the same delivery, which carried a price of twelve and 
one-half cents, which is two cents under the market price. None of these three 
firms has an underground storage tank or pump for filling automobiles. 

You spoke to me about seeing the Standard Oil representative in the valley. 
I have been endeavoring to get hold of him all day, but have been unable to 
locate him. I wish to say that at other times I have taken matters of this 
nature up with him, but he has as much as told me to go to thunder and get my 
information some place else, or words to that effect. He is a young fellow and 
feels his importance, which is no doubt, responsible for his actions, and were a 
larger man on the job, perhaps a good many of these complaints might be 
avoided. I will, however, use my best endeavors to get him to say what he 
intends to do regarding these cuts. 

Hoping that some definite understanding can be arrived at between the two 
companies regarding the cuts in prices, I am 
Yours very truly, 

F. E. Albright, 

Special Agent, 

FE A : KCR 

P. S. — I succeeded in locating Mr. Griffith this afternoon who told me if their 
agent at Brawley was making a two cent differential to any concern not having 
a filling station was doing so without his knowledge. 

Albright. 



Exhibit 8. 
PRICES ADJUSTED IN VENTURA TERRITORY. 

WLS-2951 
Los Angeles, Calif. Dec, 2S, 1916 

Ventura Territory Associated Oil Company 1^ per gallon discount on gasoline. 

J. E. Botes, Office. 

We have read your report carefully under date of Dec. 13th and would like 
to know whether you or Mr. McVean can secure the name of at least one con- 
sumer who is buying A. O. gasoline at It off list. f 

Mr. Ralph has asked for this information as he has had the subject up with 
the A. O. Co. in San Francisco and they are asking that we give a specific 
case so that they can run down the ticket and investigate thoroughly. One 
name will be just as good as a dozen, so would appreciate it very much if you 
could secure this information and if possible, the number of the ticket so that 
we can be very specific in our charge. 
Yours truly 



WLSd : LV 

cc J. M. Geary — ^The above is In connection with Mr. Hull's letter to you 
under date of Dec. 22nd, JHH-1765. If Mr. Boyes should secure this informa- 
tion, we are asking that he forward it direct to you or give same to Mr. McVean 
so that everybody will be informed. You can then give the information to us 
by answering Mr. Hull's letter under date of Dec. 22nd. The A. O. Co. when 
informed of this condition at San Francisco by Mr. Ralph stated that they 
would discontinue the practice at once. 

cc A. J. McVean. 
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Exhibit 9. 

ANSWER OF H. S. BOTSFORD. 

[Letterhead Puente Oil Company.] 

Los Angeles, Gai«., 

October 20, 1921. 
Fedebal Trade Commission, 

Mr. Huston Thompson, Chairman, 

"Washington, D. C. 

Dear Sir : Referring to your inquiry of October 11th and to the certain code 
message quoted, it is a matter of regret that any importance continues to be 
attached to this message after the history, which I gave of the incident to your 
representatives. 

There were no officials connected with the circumstances and the incident -was 
used by me solely in furtherance of a contention, which I had with President 
rSchlacks. Your investigators will probably recall that some time prior to the 
dates referred to in the telegram market prices of crude oil in California liad 
advanced without a corresponding increase in the price of gasoline. I had urged 
Mr. Schlacks that it was entirely consistent that we disregard the published 
list of gasoline and increase our price to correspond witlj the advance in crude, 
particularly as we had a high grade commodity. He had not given me bis 
^decision on this matter at the time in question. 

We deal quite largely with the Standard Oil Company at San Francisco and 
in connection with our regular transactions, I took occasion to comment, jokingly, 
on the discrepancy in the crude and gasoline markets. To this the Standard 
Oil representative, not an official, replied in a similar vein to the effect tbat 
there were no strings on the market, to advance the price ourselves. Upon my 
return to Los Angeles a few days later, the remark was quoted to me as having 
been made by a Standard Oil representative here, whom I do not know, in 
which remark the same attitude was taken. I did not hear this remark myself. 

These two incidents occurred to me as affording the opportunity to press my 
point with Mr. Schlacks and any possible misconc^tion can be attributed to 
the limitations of the commercial code, which made it impossible for me to more 
Accurately convey my meaning. 

As a matter of subsequent history, the Board of Public Utilities of the City of 
Los Angeles later in the season requested the gasoline marketers to advance 
their prices so as to permit supplies to be shipped in from the mid-continent and 
relieve the local shortage. I cite this fact in support of my contention that our 
published market on gasoline was too low, and of this I was so thoroughly con- 
vinced that I used what otherwise would have been an absolutely unimportant 
incident in an attempt to further my cause. 
Respectfully yours, 

(Signed) H. S. Botsfobd. 

HSB : GAH 



Exhibit 10. 
UNION OIL CO. CLASSIFICATION OF CUSTOMERS. 

UNION OIL COMPANY OF CALIFORNIA. 

Station Department. 

Bulletin No. CWRr-126 Los Angeles, Cal. Dec. 11, 1915. 

Subject : Tank Wagon Market Prices For Mr. A. F. Spooner. 

^o all Special Agents Southern District. 

Gentlemen: the Special Agents at 

Los Angeles Ventura 

Burbank Pasadena 

Riverside San Pedro 

El Centro Santa Ana 

will be governed by the following instructions in marketing our products in tiieir 
territory. 
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PHOENIX AND SAN DIEGO WILL CONTINUE TO MABKET IN ACCORDANCE WITH THE LAST 

INSTBUCTIONS ISSUED THEM. 

Engine distillate. 

Make no farther contracts on Engine Distillate. Sell at our open market price 
date of deUvery, with the following exceptions : 

An allowance of ^4 per gallon off our open market price date of delivery will 
be made to the following : 

Cities, towns and Municipalities. 
Tuna Exchange and Packing Houses. 
Garages and filling stations. 
Carload lots drums or barrels, or in tank cars. 
One (1<) cent per gallon off our open market price date of delivery will be 
made to the following : 

Government, State and Peddlers. 
Deliveries to Tractors and private boat owners will be made at OPEN 
MARKET PRICE DATE OF DELIVERY. 
Terms: 1% Discount if account paid by the 10th of month following delivery. 

Gasoline. 

Two (2^) cents per gallon off our open market price date of delivery to the 
following : 

Garages. Filling Stations, Peddlers, Tank car shipments, carload lots — con- 
sisting of drums or barrels — shipped to garages and to such sellers of gasoline 
who operate i)ortable buggies or curb filling stands. 

One (1^) cent per gallon off our open market price to the following: 

Cities, Counties, States, Government, Towns, and (in iron barrels or drums) 
mixed carloads, consisting of gasoline with other products. 

Trucks, and cars used for strictly commercial purposes. 

Jitney Busses. 

Grocery and Hardware Stores. 

Industrial concerns (Those engaged in Man'f'g. business). 

Open market price on gasoline. 

Tractors and private cars not used for commercial purposes and private boats. 

Terms: Tank wagon deliveries NET CASH 30 days no discount. 

On straight carload shipments consisting exclusively of gasoline in iron bar- 
rels or drums or tank cars, 30 days net, 1% discount if account is paid by the 
10th of month fallowing delivery. 

Gasoline in barrels or drums with other commodities 30 days net, or 2% dis- 
count if account paid by 10th of month following delivery. 

We will positively not make deliveries to private parties for the accommodation 
of a garage or filling station. In the past occasional deliveries have been made 
to this class of trade, and the charge has been against the garage or filling sta- 
tion. This will not be done in the future. 

Contracts, 

We will not make contracts on gasoline or distillate covering any stated period 
of time. 

Kerosene oil. 

Open market price date of delivery to all buyers excepting the following : 

One (1^) cent per gallon off our market price date of delivery to peddlers who 
call at our plant for delivery. One half (i^) cent off when deliveries are made by 
us from our wagon equipment to the peddlers. 

In tank cars or in iron packages in straight or mixed carload lots one half (i^) 
cent per gallon off the market date of shipment. 

Terms on kerosene: Tank wagon deliveries NET CASH 30 days. 

Straight carloads 1% discount if account paid by the 10th of month following 
delivery, 30 days net. 

Mixed cars 2% discount if account paid by 10th of month following delivery, 
30 days net. 
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Oas oil and stt/ve oU. 

There seems to be some misunderstanding regarding terms on these com- 
modities. Some are 30 days net and without discount. 
The above is effective on receipt of this bulletin. 

C. W. Ralph, Manager of Stations. 
cwp-rwm 



Exhibit 11. 

STANDARD OIL CO., CLASSIFICATION OF CUSTOMERS. 

Los Angeles, Cal., 

December 13, 1915, 

Dear Sie : At some points some of our Agents have misunderstood our rulings 
on classification of trade and the differentials that apply thereto, and in order 
that there should be no misunderstanding in the future, I am pleased to give 
you below the following: 

Red Crown Engine 

Gasoline Distillate 

per gallon 
Off list at date of delivery 



Garages 
Filling Stations 



2^ 

2 



%0 

y2 



(By filling stations you will interpret our ruling to mean regular equipped 
service stations, as well as Motorcycle Agencies and Repair Shops, Automobile 
Agencies, Accessory Stores, Hardware Stores, Grocery Stores, all of which have 
either a self-measuring pump or sidewalk buggy on the outside of their build- 
ing so as to serve Gasoline direct from the pump to the machine). 



Hardware Stores 


H without S. M. Pump List 


Grocery Stores 


1 


« «< 


" List 


General Merchandise Stores 


1 


«i u 


" List 


Industrial Plants 


1 




List 


Motor Truck Operators 


1 




List 


Stage Lines 


1 




List 


Taxicab Companies, etc., 


1 




List 


Municipalities consisting of towns, city 








and county business 


1 




% 


Government and State 


1 




1 



To such trade as tractor operators, pumping plants of all kinds and sizes, 
auto owners and all trade not listed above, will be list price on Gasoline, and 
list price on Engine Distillate. 

The above ruling is mandatory and must be put into effect at once with 
exception of where we have contracts out that are below these prices, and if 
there are any contracts in effect in your field, kindly send us a list of them 
so we can check them with our office records, and this at your earliest con- 
venience. 

Kindly acknowledge receipt. 

Yours truly, 



Exhibit 12. 

LETTER IN DAN EMMET CASE. 

In reply give No. M-3664 

Union Oil Company of California 

Ventura, Calif,, Dec. 2S, 1915. 

S. O. Co. Prices. 

Mr. C. W. Ralph, Mgr, of Stations, Los Angeles, Calif. 
Attention— J. H. Hull 

Upon receipt of your bulletin CWR-126, December 11th, covering tank wagon 
market prices, we put same into effect immediately. Since that time we have 
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had reason to believe that the S. t). Company is not working on the same 
schedule, but it was not until yesterday that we were able to secure positive 
evidence of the fact as follows: 

On December 21st, our salesman called on Mr. Dan Emmet, a regular cus- 
tomer of ours on both refined and lubricating products, and was informed by 
Mr. Bmmet that the S. O. Company's Agent at Oxnard had told him that there 
would be no change in the price until the first of the year, and quoted engine 
distillate at 9^ (our price 9^^) and gasoline at 15^ (our price lejt). Mr. Em- 
met stated that arrangements had been made for the S. O. Company to make 
delivery to him on the 22nd. Mr. Emmet has been a good friend of our» 
and upon the promise that he would let us see the delivery ticket of the S. O. 
Company, we concluded to make a test case of this and did not try to take 
this order at a cut price. The S. O. Company delivered to Mr. Emmet, yester- 
day 25 gallons of Red Crown at 15^ and 880 gallon of en^ne distillate at 9< on 
ticket 897988, dated December 22nd. A peculiar thing about it is that the ticket 
is made out in the name of F. O. Wadleigh with whom we understand the 
S. O. Company has a contract This ticket was seen by our Mr. Welch. I do 
not understand this brand of slight [sleight] of hand, but the fact remains that 
Mr. Ejmmet received his goods at the time and at the price promised to him and 
of which we were informed in advance. 

Under the old ruling, neither Mr. Wadleigh or Mr. Emmet would be entitled 
to one cent discount on gasoline, they having no commercial car. 

On the strength of the above, together with similar reports that have come 
to me, I have, in order to protect our business, given instructions to our sales- 
men to deliver distillate to anybody having a tractor or caterpillar at ^ below 
list until further notice. I feel that we cannot, in justice to ourselves, main- 
tain the list price to Caterpillars while our competitor is out gunning for our 
best trade at the old discount. It looks very much as if they had postponed 
putting tho new schedule into effect until the first of the year at least, and in 
the meantime if we were maintaining our list prices, they would get our best 
business away from us and we would have to fight the battle all over again to 
^et it back. 

If you have any advice in this connection, I will be glad to hear from yon. 
Very traly yours 

(Signed) A. J. McVean Special Agent 

P. S. Since writing the above, I learned that while the ticket for Mr. Emmet 
is made out in the name of F. O. Wadleigh, there is a notation on same to 
charge to Dan Emmet. It looks very much like this oil was delivered under 
Mr. Wadleigh's contract, although Mr. Emmet has no knowledge of any such 
arrangement 'and the result is the same in any case. Our friend, the enemy, 
is certainly caught with the goods. 

cc N. S. A.-1/4/16 

Exhibit 13. 
PRICES TO CAF^S IN IMPERIAL VALLEY. 

CC J. H. Htjix 

W. L. Standabd 
CWR-444 

Los Angeles, Cal., Jan. SO, 1917. 

Refined Oil Conditions El Centro Territory — Restaurants and Cafes. 

F. B-. Albright, Dist. Sales Manager 
El Centro^ Cat 

During writer's personal discussion with you, you will recall that we took 
up the matter of price which was being made to restaurants on engine distillate. 
It was writer's understanding that you hfid done everything possible to main- 
tain your price but that some months ago it developed that you were gradually 
losing all of your restaurant accounts. You finally developed through the 
Fritz Cafe of Calipatria that the S. O. Company were giving these cafes and 
restaurants }^ off on engine distillate deliveries. You will recall that you 
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advised you waited three weeks before you* met this cut in price ; having satis- 
fied yourself that the S. O. Company were allowing ^^ off you met the com- 
petition, it being understood, however, J;hat both you and your competitor were 
demanding cash on delivery in order to justify the i^ allowance. 

In Mr. J. T. Black's letter to you of Nov. 12, to which was attached the S. O. 
Company's ticket from Fred Palmer, Calipatria, Mr. Black stated that the 
cafe owners feared to give us their tickets as by so doing they would stand a 
chance of losing the cut price. We now develop that for eighteen consecutive 
months the S. O. Company have been selling cafes and restaurants engine dis- 
tillate 1^ off the market, date of delivery. They claim that they made this 
concession in order to meet .your competition. They submitted a letter written 
to their Los Angeles office by their El Centro representative during October, 
1916, in which it was reported that your representatives were allowing i^ off 
on distillate to cafes in the Imperial Valley and they referred to the case of the 
Main Chop House and the Guy McMain bakery, El Centro, to whom you were 
selling distillate at i't off during the latter part of 1916. They also refer to 
the Valley Cafe at Imperial to which it is claimed you made deliveries prior to 
November 6. 

We attach hereto a list of cafes £ind restaurants in your territory and will 
request that you kindly forward us all the tickets covering deliveries which you 
made to said cafes during the year 1916, or, if the original tickets are not avail- 
able, then send us copies. 

It is further claimed that the Guy McMain bakery do not operate trucks and 
thus are entitled to no discount. We would like very much to clean up this 
situation and know of no reason why we should not clean house effective Febru- 
ary 1st. You will, of course, appreciate that if any of these cafes or restaurants 
. are operating commercial vehicles for commercial purposes they are thus entitled 
to 1^ off the market. 

Yours very truly, 

C. W. Raij>h, 
By R. W. M., Manager of Stations, 

CWR EL 

CC JH HULL 

W L Standard. 



Exhibit 14. 

CALIFORNIA ANTI-TRUST LAW 

California Anti-Trust Law (Statutes, 1907, pp. 984-986) 

Chapteb 530. 

An act to define trust and to provide for criminal penalties and civil damages, 
and punishment of corporations, persons, firms, and associations, or ^persons 
connected with them, and to promote free comi)etition in commerce and all 
classes of business in this state. 

[Approved March 23, 1907] 

The people of the State of California, represented in senate and assembly^ 
do enact as follows: 

Section 1. A trust is a combination of capital, skill or acts by two or more 
persons, firms, partnerships, corporations or associations of persons, or of 
any two or more of them for either, any or all of the following purposes : 

1. To create or carry out restrictions in trade or commerce. 

2. To limit or reduce the production, or increase or reduce the price of mer- 
chandise or of any commodity. 

3. To prevent competition in manufacturing, making, transportation, sale or 
purchase of merchandise, produce, or any commodity. 

4. To fix at any standard or figure, whereby its price to the public or con- 
sumer shall be in any manner controlled or established, any article or com- 
modity of merchandise, produce or commerce intended for sale, barter, use 
or consumption in this state. 

5. To make or enter into or execute or carry out any contracts, obligations 
or agreements of any kind or description, by which they shall bind or have 
bound themselves not to sell, dispose of or transport any article or any com- 
modity or any article of trade, use, merchandise, commerce or consumption 
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below a common standard figure, or fixed value, or by which they shall agree 
in any manner to keep the price of such article, conmiodity or transportation 
at a fixed or graduated figure, or by which they shall in any manner establish 
or settle the price of any article, commodity or transportation between them^ 
or themselves or others, so as to directly or indirectly preclude a free and 
unrestricted comxietition among themselves, or any purchasers or consumers in 
the sale or transportation of any such article or commodity, or by which 
they shall agree to pool, combine or directly or indirectly unite any interests 
that they may have connected w^ith the sale or transportation of any such 
article or commodity, that its price might in any manner be affected. Every 
such trust as is defined herein is declared to be unlawful, against public policy 
and void. 

Sec. 2. For a violation of any of the provisions of this act by any corporation 
or association mentioned herein, it shall be the duty of the attorney-general 
or the district attorney of the proper county, to institute proper suits or quo 
warranto proceedings in any court of competent Jurisdiction for the forfeiture 
of its charter rights, franchises or privileges and powers exercised by such 
corporation or association, and for the dissolution of the same under the 
general statutes of the state. 

Sec. 3. ESvery foreign corporation, as well as every foreign association, exer- 
cising any of the powers, franchises or functions of a corporation in this state, 
violating any of the provisions of this act, is hereby denied the right and 
prohibited from doing any business in this state, and it shall be the duty of 
the attorney-general to enforce this provision by bringing proper proceediags by 
mjunction or otherwise. The secretary of state shall be authorized to revoke 
the license of any such corporation or association heretofore authorized by 
him to do business in this state. 

Sec. 4. Any violation of either or all of the provisions of this act shall be 
and is hereby declared a conspiracy against trade, and any person who may 
become engaged in any such conspiracy or take part therein, or aid or advise in 
its commission, or who shall as principal, manager, director, agent, servant or 
employee, or in any other capacity, knowingly carry out any of the stipulations, 
purposes, prices, rates, or furnish any information to assist in carrying out 
8uch purposes, or orders thereunder or in pursuance thereof, shall be punished 
by a fine of not less than fifty ($50) dollars nor more tiian five thousand 
($5,000) dollars, or be imprisoned not less than six months nor more than one 
year, or by both such fine and imprisonment. Each day*s violation of this pro- 
vision shall constitute a separate offense. 

Sec 5. In any indictment, information or complaint for any offense named in 
this act, it is sufiicient to state the purpose or effects of the trust or combina- 
tion, and that the accused is a member of, acted with or in pursuance of it, or 
aided or assisted in carrying out its purposes without giving its name or descrip- 
tion, or how, when and where it was created. 

Sec. 6. In prosecutions under this act, it shall be sufiicient to prove that a 
trust or combination, as defined herein, exists, and that the defendant belonged 
to it, or acted for or in connection with it, without proving all the members 
belonged to it, or proving or producing any article of agreement, or any 
written instrument on which it may have been based ; or that it was evidenced 
by any written instrument at alL The character of the trust or combination 
alleged may be established by proof of its general reputation as such. In case 
any court of record, or in vacation any judge of said court in which is pend- 
ing any civil, criminal or other action or proceeding brought or prosecuted by 
the attorney-general or any district attorney for the violation of any of the 
provisions of this act or in any action or proceeding for the violation of the law 
of this state, against conspiracy or combination in restraint of trade so orders, 
no person so ordered shall be excused from attending, testifying or producing 
books, papers, schedules, contracts, agreements or any other document in obedi- 
ence to the subpoena or under the order of such court or of any commissioner 
or referee appointed by said court to take testimony or any notary public or 
other person or oflicer authorized by the laws of this state to take depositions 
when the order made by such court or judge thereof includes a witness whose 
deposition is being taken before such notary public or other officer on the 
ground or for the reason that the testimony or evidence required of him may 
tend to criminate him or subject him to any penalty ; but no individual shall 
be prosecuted or subjected to any penalty for or on account of any transaction, 
matter or thing concerning which he may so testify or produce evidence, docu- 
mentary or otherwise, before any such court, person or officer. 
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Stc. 7. Each and every Ann, person, partnership, corporation, or association 
of persons, who shall in any manner violate any of the provisions of this act, 
shall for each and every day that such violations shall be committed or con- 
tinued, after due notice ^ven by the attorney-general or any district attorney, for- 
feit and pay the sum of fifty ($50) dollars, which may be recovered in the name 
of the people of the State of California, in any county where the offense is com- 
mitted, or where either of the offenders resides ; and it shall be the duty of the 
attorney-general, or the district attorney of any county on the order of the 
attorney-general, to prosecute for the recovery of the same. When the action is 
prosecuted by the attorney-general against a corporation or association of per- 
sons, he may begin the action in the supreme court of the county in which de- 
fendant resides or does business. 

Sbc. 8. That any contract or agreement in violation of the provisions of this 
act, shall be absolutely void and shall not be enforceable eithei^ in law or in 
equity. 

Sec. 9. That the provisions hereof shall be held cumulative of each other and 
of all other laws in any way affecting them now in force in this state. 

Sec. 10. It shall not be lawful for any person, partnership, association or cor- 
I)oration, or any agent thereof, to issue or to own trust certificates, or for any 
person, partnership, association or corporation, agent, officer or employee, or the 
directors or stockholders of any corporation, to enter into any combination, con- 
tract, or agreement with any person or persons, corporation, or corporations, or 
with any stockholder or director thereof, the purpose and effect of which combi- 
nation, contract or agreement shall be to place the management or control of such 
combination or combinations, or the manufactured product thereof, in the hands 
of any trustee or trustees with the intent to limit or fix the price or lessen the 
production and sale of any article of commerce, use or consumption, or to prevent, 
restrict or diminish the manufacture or output of any such article, and any 
person, partnership, association or corporation that shall enter into any such 
combination, contract or agreement for the purpose aforesaid shall be deemed 
guilty of a misdemeanor, and on conviction thereof shall be punished by a fine 
not less than fifty dollars, nor more than five thousand dollars. 

Sec. 11. In addition to the criminal and civil penalties herein provided, any 
person who shall be injured in his business or property by any other person or 
corporation or association or partnership, by reason of anything forbidden or 
declared to be unlawful by this act, may sue therefor in any court having juris- 
diction thereof in the county where the defendant resides or is found, or any 
agent resides or is found, or where service may be obtained, without respect to 
the amount in controversy, and to recover twofold the damages by him sus- 
tained, and the costs of suit. Whenever it shall appear to the court before 
which any proceeding under this act may be pending, that the ends of Justice 
require that other i>arties shall be brought before the court, the court may cause 
them to be made parties defendant and summoned, whether they reside in the 
county where such action is pending or not. 

Sec. 12. The word " person " or " persons " whenever used in this act, shall 
be deemed to include corporations, partnerships and associations existing under 
or authorized by the laws of this state or any other state, or any foreign country. 



Exhibit 15. 

AMENDMENT TO CALIFORNIA ANTI-TRUST LAW. 

Amendment to California Anti-Trust Law. (Statutes, 1909, pp. 593-594) 

Chapter 362. 

An act to amend section one of an act entitled "An act to define trust and to 
provide for criminal penalties and civil damages, and punishment of corpora- 
tions, persons, firms, and associations, or persons connected with them, and to 
promote free competition in commerce and all classes of business in this 
state," approved March 23, 1907, and to add a new section thereto to be 
numbered two and one-half relating to competition on trade and industry, and 
to add a new section thereto to be numbered section thirteen relating to labor. 

[Approved March 20, 1919.1 

The people of the State of California, r^resented in senate and assembly, 
do enact as follows: 
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Section 1. Section one of an act entitled "An act to define trust and to 
provide for criminal penalties and civil damages, and punishment of corpora- 
tions, persons, firms, and associations, or persons connected with them, and to 
promote free competition in commerce and all classes of business in this state," 
is hereby amended to read as follows : 

Section 1. A trust is a combination of capital, skill or acts by two or more 
persons, firms, partnerships, corporations or associations of persons, or of any 
two or more of them for either, any or all of the following purposes : 

1. To create or carry out restrictions in trade or commerce. 

2. To limit or reduce the production, or increase the price of merchandise or 
of any commodity. 

3. To prevent competition in manufacturing, making, transportation, sale or 
purchase of merchandise, produce or any commodity. 

4. To fix at any standard or figure, whereby its price to the public or con- 
sumer shall be in any manner controlled or established, any article or com- 
modity of merchandise, produce or commerce intended for sale, barter, use or 
consumption in this state. 

5. To make or enter into or execute or carry out any contracts, obligations 
or agreements of any kind or description, by which they shall bind or have 
bound themselves not to sell, dispose of or transport any article or any com- 
modity or any article of trade, use, merchandise, commerce or consumption 
below a common standard figure, or fixed value, or by which they shall a^ree 
in any manner to keep the price of such article, commodity or transportation 
at a fixed or graduated figure, or by which they shall in any manner establish 
or settle the price of any article, commodity or transportation between them 
or themselves and others, so as to directly or indirectly preclude a free and 
unrestricted competition among themselves, or any purchasers or consumers 
in the sale or transportation of any such article or commodity, or by which 
they shall agree to pool, combine or directly or indirectly unite any interests 
that they may have connected with the sale or transportation of any such article 
or commodity, that its price might in any manner be affected. Every such 
trust as is defined herein is declared to be unlawful, against public policy and 
void, provided that no agreement, combination or association shall be deemed 
to be unlawful or within the provisions of this act, the object and business of 
which are to conduct its operations at a reasonable profit or to market at a 
reasonable profit those products which cannot otherwise be so marketed, pro- 
vided further, that it shall not be deemed to be unlawful, or within the pro- 
visions of this act, for x)ersons, firms or corporations, engaged in the business 
of selling or manufacturing commodities of a similar or like character, to em- 
ploy, form, organize or own any interest in any association, firm or corpora- 
tion, having as Its object or purpose the transportation, marketing or delivery 
of such commodities. 

Sec. 2. A new section Is hereby added to said act to be numbered section two 
and one-half and to read as follows: 

Sec. 2i. It shall be lawful to enter Into agreements or form associations or 
combinations, the purpose and effect of which shall be to promote, encourage 
or increase competition In any trade or industry, or which are in furtherance 
of trade. 

Sec. 3. A new section is hereby added to said act to be numbered section 
thirteen and to read as follows: 

Section 13. Labor whether skilled or unskilled is not a commodity within 
the meaning of this act. 

Sec. 4. This shall take effect Immediately. 



Exhibit 16. 
CALIFORNIA SUPREME COURT ANTI-TRUST DEaSION. 

PEOPLE V. H. JEVNE CO. et al. (Cr. 2203). (Supreme Court of California. 

Jan. 28, 1919). 178 Pacific Reporter. 

- In Bank. 

Appeal from Superior Court, Los Angeles County ; Frederick W. Houser, Judge. 

The H. Jevne Company and others were convicted of a conspiracy against 
trade. From a judgment of conviction and an order denying their motion for 
new trial, they appeal. Afiftrmed. 

SOTTl**— 22 ^15 
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E. R. Yonng and Gk)odwiii & Morgrage, all of Los Angeles, for appellants. 

U. S. Webb, Atty. Gen., and Joseph L. Lewlnsohn, Deputy Atty. Gen., for the 
People. 

SLOSS, J. The defendants appeal from a judgment convicting them of a 
• conspiracy against trade , as defined by the statute of 1907, commonly known 
as the Cartwright Act. Stats. 1907, p. 984 ; amended, Stats. 1909, p. 593. They 
also appeal from an order denying their motion for a new triaL" 

******* 

The indictment was in three counts, by means of which the pleader undertook 
to set up different statements of the same offense. Briefly stated, the charge 
was that the defendants, who were severally engaged, in the business of baking 
bread and selling the same at wholesale to retail dealers in the county of Los 
Angeles, made and entered into a trust, combination, and conspiracy with each 
other and with other persons, to fix the price at which retail bread dealers 
should sell 24-ounce loaves of bread to consumers, such price being fixed at 
15 cents per loaf, and to require and force the retail dealers to whom bread 
was sold by them to sell to the public at a price of not less than 15 cents for 
each 24-ounce loaf;- and that said defendants further agreed that they would 
refuse to sell any bread to any retail dealer who refused to maintain said 
price. The indictment sets forth the commission of various acts in furtherance 
of such agreement. 

rPlia present appeals were first heard in the District Court of Appeal for the 
Second Appellate District, and the Judgment and order appealed from were there 
affirmed. An order was subsequently made transferring the cause to this court 
for hearing and determination. 

In the argument before the Court of Appeal, counsel for the defendants di- 
rected their efforts, in large part, to an attack upon the constitutionality of the 
act under which the prosecution was had. That court gave full consideration 
to the points made in this regard, and answered them to such effect that the 
appellants, in seeking a hearing in this court, abandoned their former position 
and conceded the validity of the statute. We may therefore omit any discus- 
sion of this question, which was one of the principal points of contention on the 
earlier presentation of the appeal. 

It is also unnecessary, for the purposes of the present case, to follow counsel 
into another field of debate which is treated with some elaboration in the 
briefs. Much is there said regarding the proper construction of the act. But 
the act, however it be interpreted, does undoubtedly prohibit, subject, of course, 
to the provisos of the amendment of 1909, any combination of capital, skill, or 
acts by two or more persons for the purpose of increasing the price of any 
commodity (section 1, subd. 2), or fixing at any figure, whereby its price to the 
consumer shall be controlled, any article intended for sale or consumption (sec- 
tion 1, subd. 4), or to make or carry out any agreements by which they shall 
bind themselves to keep the price of such article at a fixed or graduated figure 
(section 1, subd. 5). Nor will it be doubted that all or, at least, some of these 
prohibitions are violated by an agreement between wholesale bakers, whereby 
they fix the retail price of bread to be sold by them to retailers at 15 cents 
per loaf, and agree that they will not sell bread to any retailer who does not 
maintain such price. The making and carrying out of such a combination was 
clearly and directly charged in the indictment, and it is not claimed that there 
was a lack of evidence to support the accusation. 

With the elimination of the questions to which we have referred, little re- 
mains to be considered, except the effect of the above-quoted proviso added to 
section 1 by the amendment of 1909. That proviso declares that no agreement, 
combination, or association shall be deemed to be unlawful * the object and busi- 
ness of which are to conduct its operations at a reasonable profit or to market 
at a reasonable profit those products which cannot otherwise be so marketed.* 

The appellants contend that the indictment was defective, and that their 
demurrer thereto should have been sustained, for the want of an allegation 
that the combination or agreement set forth did not come within the per- 
missive scope of this proviso. There is no uncertainty in the law goveminj: 
the necessity of alleging, in an indictment or information, that the accused 
does not come within exceptions or provisos contained in the statute authoriz- 
ing the prosecution. As is frequently the case, the difficulty lies rather in the 
application than in the enunciation of the rule. The question was carefully 
considered, and clearly expounded, in Ex parte Homef, 154 Gal. 355, 97 Pac. 
^1. It was there said : 
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" Such exceptions and provisos were to be negatived in the pleading only 
where they are descriptive of the offense or define it, and that where they afford 
matter of excuse mer^, they are to be relied on in defense." 

Homef had been prosecuted for practicing dentistry without the license 
required by the act of 1901. Stats. 1901, p. 564. By a proviso in section 1 of 
that act it was declared that the requirement of a license was not to apply 
to dentists who had the right to practice at the time of the passage of the act. 
The holding was that it was not necessary to allege in the complaint that the 
accused was not within the class so' excepted. Similarly, it has been held that 
an indictment for bigamy need not negative the existence of facts making 
applicable a jyroviso that the statute shall not extend to a person marrying 
without knowledge that a former husband or wife, who has been absent from 
the state for a given number of years is still alive (State v. Abbey, 29 Vt. 60, 
67 Am. Dec. 754 ; State v. Gallagher, 20 R. I. 266, 38 Atl. 655 ; People v. 
Priestley, 17 Cal. App. 171, 118 Pac. 965) ; that an indictment for unlawful 
sale of certain drugs need not negative an exception in favor of druggists selling 
on a physician's prescription (State v. Ah Chew, 16 Nev. 50, 40 Am. Rep. 488) ; 
and that it is not necessary to exclude the exception in an accusation under a 
statute making it an offense to engage in labor on Sunday, with the proviso 
that the act shall not extend to those who conscientiously observe the seventh 
day of the week as the Sabbath. Billigheimer v. State, 82 Ohio St. 435. These 
oases, and others of like purport, are cited and discussed in Ex parte Hornef, 
snpra. Chi the other hand, it is essential, in a charge of rape, to allege that 
the female upon whom the act was accomplished was not the wife of the per- 
petrator (People V. Miles, 9 Cal. App. 312, 101 Pac. 525), or, in a charge of 
the offense described in section 288 of the Penal Code, to aver that the act 
was not one of those " constituting other crimes provided for in part two of this 
Code" (People v. Grinnell, 9 Cal. App. 238, 98 Pac. 681). In each of the last 
two cases the exception manifestly formed a part of the definition of the 
offense. Whether a particular accusation falls within this class or that illus- 
trated by Ex parte Hornef is often a nice question. In the present instance, 
we agree with the District Court of Appeal in the view that the proviso under 
discussion does not go to the definition of the offense, but that it creates 
rather an exception, exempting from the operation of the general terms of the 
statute persons who have committed the prohibited act for a specified purpose. 
The existence of such purpose affords, therefore, " matter of excuse merely," 
and is to be relied on in defense. 

The appellants contend, further, that the evidence is insufficient to support 
the implied finding that the combination or agreement charged was not one of 
those excluded from the purview of the act by the proviso of 1909. This issue 
was presented to the lury under instructions directing them to return a verdict 
of not guilty if they should find that the combination or agreement charged had 
been made with one or the other of the objects specified in tlie amendment. The 
record shows that the defendants fixed a wholesale price of 12 cents per loaf. 
This left to the retailers, selling at 15 cents, a profit of 3 cents per loaf, or 20 per 
cent, of their selling price. Much evidence was presented by the defendants to 
show that this rate of profit is little, if at all, more than the actual expense of 
conducting the retail trade, and that the profit to the retailer could not, accord- 
ingly, have been an unreasonable one. If we assume, as the appellants contend, 
that the evidence on this point was without conflict, the showing still fails 
to meet the requlremehts of the case. It is to be remembered that the defend- 
ants are wholesale dealers in bread. They are charged with combining to fix, 
not the price which they, as such wholesalers, were to receive for their product, 
but that to be obtained from the ultimate consumer by the retailers to whom 
they sold. The proviso added to the statute authorizes an agreement or com- 
bination with the object of conducting its operations at a reasonable profit, or 
marketing certain products at a reasonable profit. This provision manifestly 
contemplates a profit sought by the persons entering into the* combination not 
the profit of their customers or vendees. As applied to the case at bar, the 
amendment goes no further than to authorize wholesale dealers in bread to 
combine for the purpose of realizing a reasonable profit in their own dealings. 
It does not assume to legalize a combination or agreement entered into by them 
with the object of securing a reasonable profit to the retailers who may buy 
from them. It may be that the maintenance of a fixed retail price will have a 
tendency to so stabilize trade conditions as to better enable the wholesalers 
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to realize a fair profit on their own transactions. But if such an inference may 
be drawn, the evidence in this case does not compel it. It cannot be said that 
the testimony shows conclusively that the fixing of a retail price of 15 cents 
per loaf was a necessary or proper step in accomplishing the purpose of secur- 
ing a reasonable profit to the wholesalers as such. 

There is no occasion to consider whether the evidence warrants the conclu- 
sion that the price of 12 cents, fixed by the defendants as the charge to be 
made by them to retailers, afforded any more than a reasonable profit on their 
wholesale transactions. As we have pointed out, the indictment was not based 
upon the fixing of a price at which they were to sell at wholesale, but upon the 
establishment of a retail price of 15 cents to which their customers were to be 
compelled to conform. It may have been proper, however, for the defendants 
to show the cost of manufacture, as one of the elements which the jury might 
consider in determining the ultimate question of the purpose of the combination 
or agreement charged. The defendants went into this matter very fully in 
their defense. It was not error, therefore, to permit the prosecution, on rebuttal, 
to show that the cost of production of other bakers, under more or less par- 
allel conditions, was less than the figure shown by the testimony of the defend- 
ants. If this inquiry was immaterial, it was opened up by the defendants 
themselves, and they could not preclude the prosecution from meeting the show- 
ing which they had voluntarily made. 4 C. J. 703, 704. At any rate, the 
rulings complained of could not, in view of the nature of the charge, have 
worked any substantial prejudice. 

The judgment and the order denying a new trial are aflirmed. 

We concur : Angellotti, C. J. ; Mklvin, J. ; Wilbue, J. ; Richabds, Judge 
pro tem. 



Exhibit 17. 

california laws relating to unfair competition and 

discrimination. 

California Law Relating to Unfair Competition and Discrimination. ( Statutes, 

1913, pp. 508-510.) 

Chapter 276. 

An act relating to imfair competition and discrimination^ making certaifi 
unfair and discriminatory practices unlawful, defining the duties of the attorney 
general in regard thereto, declaring certain contraxits illegal and forhidditig 
recovery thereon, providing for actions to enfovn unfair oonirpetition and dis- 
crimination and to recover damages therefor, making the violation of the pro- 
visions of this act a misdemeam)r and providing penalties. 

[Approved June 10, 1913. In effect August 10, 1913.] 

The people of the State of California do enact as follows: 

Section 1. It shall be unlawful for any person, firm or corporation, doing 
business in the State of California and engaged in the production, manufacture, 
distribution or sale of any commodity of general use or consumption, or the 
product or service of any public utility, with the intent ^to destroy the competi- 
tion of any regular established dealer in such commodity, product or service, or 
to prevent the competition of any person, firm, private corporation, or municipal 
or other public corporation, who or which, in good faith, intends and attempts 
to become such dealer, to discriminate between different sections, communities 
or cities or portions thereof of this state, by selling or furnishing sucb com- 
modity, product or service at a lower rate in one section, community or city, or 
any portion thereof, than in another, after making allowance for difference. If 
any, in the grade, quality or quantity, and for cost differences between such 
places due to distance from the point of production, manufacture or distribu- 
tion and expense of distribution and operation. This act is not intended to 
prohibit the meeting in good faith of a competitive rate, or to prevent a reason- 
able classfication of service by public utilities for the purpose of establish in 
rates. The inhibition hereof against locality discriminaton shall embrace any 
scheme of special rebates, collateral contracts or any device of any nature 
whereby such discrimination is, in substance or fact, effected in violation of 
the spirit and intent of this act. 



or 
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Any person, who, either as director, officer or agent of any firm or corpora- 
tion or as agent of any person, violating the provisions hereof, assists or aids, 
directly or indirectly, in such violation shall be responsible therefor equally 
with the person, firm or corporation for whom or which he acts. In the prose- 
cution of any person as officer, director or agent it shall be sufficient to allege 
and prove the unlawful intent of the person, firm or corporation for whom or 
which he acts. 

Sec. 2. If complaint shall be made to the attorney general that any corpora- 
tion is violating section one of this act, he shall investigate such complaint and 
if, in his opinion, sufficient grounds exist therefor, he shall prosecute an action 
in the name of the people of the State of California in the proper court to 
annul the charter or revoke the license of such corporation to do business in 
this state, as the case may be, and to i)ermanently enjoin such corporation from 
doing business in this state ; and if in such action the court shall find that such 
corporation is violating this act, it may enjoin said corporation from doing 
business in this state for such time as the court shall order, or may annul the 
charter, or revolce the license of such corporation, and permanently enjoin it 
from transacting business in the state. 

Sec 3. Any contract, express or implied, made by any person, firm or corpora- 
tion in violation of the provisions of section one of this act for the sale or 
furnishing of any commodity, product or service at a rate greater than the 
lowest rate charged therefor by such person, firm or corporation in any other 
section, community or city in this state, after mailing allowance for the cost 
differences between such place and the place where under the contract, such 
commodity, product or service is delivered or furnished and for difference, 
if any, in grade, quality or quantity, is declared to be an illegal contract, and 
no recovery thereon shall be had. 

Sec. 4. Any person, firm, private corporation or municipal or other public 
corporation, may maintain an action to enjoin a continuance of any act or acts 
in violation of section one of this act and, if injured, thereby, for the recovery 
of damages. If, in such action, the court shall find that the defendant is 
violating section one of this act, it shall enjoin the defendant from a contin- 
uance thereof; it shall not be necessary that actual damage to the plaintiff 
be alleged or proved. In addition to such injunctive relief, the plaintiff in 
said action shall be entitled to recover from the defendant three times the 
amount of the actual damages, if any, sustained. 

Sec. 5. Any person, whether as principal, agent, officer or director, for 
himself or for another person, or for any firm or corporation, or any corpora- 
tion, who or which shall violate section one of this act, is guilty of a misdemeanor 
and upon conviction, thereof, shall, if a person, be punished by a fine of not 
exceeding one thousand dollars, or by imprisonment in a county jail not ex- 
ceeding one year, or by both such fine and imprisonment, and, if a corpora- 
tion, by a fine of not more than five thousand dollars. 

Sec. 6. If any section, sentence, clause or phrase of this act is for any reason 
held to be unconstitutional, such decision shall not affect the validity of the 
remaining portions of the act. The legislature hereby declares that it would 
have passed this act, and each section, sentence, clause or phrase thereof, ir- 
respective of the fact that any one or more other sections, sentences, clauses 
or phrases be declared unconstitutional. The remedies herein prescribed are 
cumulative and in addition to the remedies prescribed by the public utilities 
act for discriminations by public utilities. If any conflict shall arise between 
this act and the public utilities act, the latter shall prevail. 

Sec 7. The legislature declares that the purpose of this act is to safeguard 
the public against the creation or perpetuation of monopolies and to foster 
and encourage competition, by prohibiting unfair and discriminatory practices 
by which fair and honest competition is destroyed or prevented. The act shall 
be liberally construed that its beneficial purposes may be subserved. 
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Exhibit 18. 

FORMER MEMBERS OF THE INDEPENDENT PETROLEUM 

MARKETERS' ASSOCIATION. 



Name. 



Austin, Bryant & Carter 

Do 

California Oil & Asphalt Co. 

Golden State Oil Co 

Q. H. QillODS Co. 

Jordan OH Co... 

Olinda Gasoline Co 

PuenteOilCo 

Pinal-DomeOilCo 

Panama Lubricants Co 

Do : 

Royal Dutch Gasoline Co. . . 

Rancho-La Brea Oil Co 

Service Oil & Asphalt Co... 

Southern Refining Co 

Two Boys Oil Co 

Western Oil Co 

Yosemite Oil Refining Co... 



Address. 



Los 



Angeles. 

do 

do 

do 



.do. 
.do. 
do. 
.do. 
.do. 



.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 



Joined. 



August,1917 

Mar., 1919 

Apr., 1916 

Feb., 1917 

May, 1917 

Nov.,. 1916 

Feb., 1915 

Feb., 1915 

Feb., 1915 

Jan., 1917 

Jan., 1919 

Feb., 1915 

Apr., 1916 

Feb., 1915 

Feb., 1915 

Feb., 1916 

Feb., 1915 

Feb., 1916 



Feb., 1918 
Nov., 1919 
Oct., 192a 
May, 1919 
June, 191S 
Aug., 1917 
Oct., 1915 
June, 1920 
July, 1917 
April, 1918 
Sept., 1919 
July, 1916 
June, 1918 
July, lo'*^ 
May, 
Oct., 
Aug. 
Feb. 



^^yu., 1919 

July, 1916 
1918 

, 1915 

, 1915 

-., 1915 

J., 1917 

>., 1916 



Exhibit 19. 

OFFICERS AND DIRECTORS OF THE ASSOCIATION, JANUARY 18» 

1921. 



OjS^ers, 

G. L. Hoi ton (Turner Oil Co. Vice- 

Pres. ) 
H. H. Maxson, Secy-Treas. 



Directors, 

G. L. Holton (Turner Oil Co.) 
F. R. KeUogg, (Richfield Oil Co) 
A. E. Hurley, (Hurley-Smith Co.) 
Geo. L. Machris (Wilshire Oil Co.) 
H. W. Heasley (J. M. McLeod Co.) 
W. L. Standard (Union Oil Co.) 



Exhibit 20. 



FORMER MEMBERS OF THE OIL MEN'S CREDIT BUREAU. 



Name. 



Castor Motor Oil Co. 
Chanslor & Lyon — 

O. H. OilloDsCo 

E. A. Featherstone. 
Sun Co 



Address. 



Los Angeles. 

do 

do 

-...do 

do 



Joined. 



March, 1919 
March, 1919 
March, 1919 
Aug., 1919 
April, 1920 



Resigned. 



Sept., 1Q1» 
Jan., 1920 
Nov., 1919 
Aug., 1920 
July, 1920 



Exhibit 21. 



PRICE UNDERSTANDING OF SEPTEMBER 22, 1915. 

Los Angeles, Calif., September 22, 1915. 

Gentlemen : At an informal meeting of the Association held today, the well- 
fonnded rumor of the advance in the market was discussed, and in view of such 
advance it was deemed an opportune time to adjust all differentials to precisely 
the same basis throughout your list of customers. It was also the sense of the 
meeting that there should be a general stiffening of policy all along the line of 
garages and serviee stations more especially as to the following proyisions^ 
to- wit : 
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1st — No advertising fund or rental money or extra inducement to be given 
to garages or service stations other than the usual signs. Neither shall the 
refiner furnish pumps or other equipment. 

2nd — ^No gas shall be furnished to re-sellers who cut the stipulated retail 
price, or who offer free lubricants or free vulcanizing or other premiums, rebate 
or discount to the consumer of gasoline. 

3rd — No Industrial or Commercial rate. Wholesale and Retail only. Whole- 
sale only to Bona Fide garages or service stations. Industrial and commercials 
to pay retail price, 

4t]i — ^AU market changes to take place simultaneously. Kindly Indicate your 
opinion whether " in favor " or " not in favor " in the blank space below. 
Very truly yours. 



Above letter sent to all members of the Association. 



Exhibit 22. 

MEMORANDUM ASSOCIATION MEETING, OCTOBER 4, 1916. 

memobanduic. 

Oct. 4, 1916 

independent petb0lkx7m mabketers' association meeting — oct. 4, 1916. 

The resignation of Mr. Maynard of the Royal Dutch Oil Compajiy was 
accepted. This Company has been entirely taken over by the Richfield Oil 
Company, who formerly supplied all of the requirements of the Royal Dutch. 

The Wilshire and Richfield Oil Companies are submitting list of their gaso- 
line contracts to Mr. Maxson who will have a complete record on the 16^ price. 
All 104 price quotations vanished on Oct. 1st, excepting the bona fide contracts 
of the Wilshire and Richfield Oil Companies. One of the principal disturbers 
in the South Broadway district is the Broadway Auto Company (Mr. Luck- 
lighter) who has a 16^ contract with the Richfield Oil Company which expires 
in August of 1917. He sells gasoline from 17^ to 17-1/2^. 

A good many of the 18^ signs have disappeared and the conditions are 
looking a great deal more favorable. 

The question of tank wagon drivers giving over measure to secure business 
was discussed. It was suggested that a tank wagon inspector be put on by the 
Association. Said inspector to have the authority to check up any tank wagon 
driver to see whether or not an overage or shortage was being made. 

One of our drivers, a few days ago, called at the Motor Maid Service Station, 
Washington & Grand and the owner and our driver went to lunch. Presumably 
our driver paid for the meal. The driver then drove on to another customer 
who, it has been proven, solicits over measure. This condition is also true 
of the Motor Maid Service Station. 

The plan was to furnish an inspector with proper authority which would allow 
him to get on any tank wagon at any time and go over the sales tickets and 
check the wagon. I stated that we absolutely would not listen to such a propo- 
sition, that we were perfectly capable of checking up our own drivers and that it 
would be an admission of poor management on our part if we had to have some 
outside help. I further stated that if this inspector wanted to stand off to one 
side and count the number of buckets delivered to a suspicious customer and 
then ask us as to the amount delivered that we would be perfectly willing to give 
the information, but that we would in no way tolerate any inspector tampering 
with our wagons or drivers under any conditions and that it was foolishness for 
them to think that we would allow this inspector to look over our sales tickets. 
I farther stated that our wagons carried no gauge sticks as the gauging was 
done by a disinterested party both morning and night at our yards. 

All of the other representatives seemed to favor the idea of an inspector gaug- 
ing and checking the wagons. It was agreed, however, that any of the Oil Com- 
panies wishing to make use of the inspector could do so by paying their share 
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of the expense, figured on the number of their tank wagons operated. Mr. Gal- 
ligher who is a member of the Association and a thoroughly honest man, will 
start in in the morning at $3.00 per day checking up the Pinal Dome, Western 
Oil Company and Puente Oil Company's wagons. It was decided that on account 
of a good many of the members not being directly benefited by this inspector that 
the expense should not be charged to the association, but to the Companies wish- 
ing to make use of said inspector. If we went into this proposition, it would 
cost us in the neighborhood of $45.00 per month. This was based on a rougli 
estimate of the number of wagons operated by the other Companies and our- 
selves. I placed the estimate at approximately 30 tank wagons and trucks in 
the city. However, I found out later from Mr. Woodhams that this should be 
about fourteen. According to this the expense to us would be in the neighbor- 
hood of $20.00 per month. 

Mr. Maxson states that they have positive proof that tank wagon drivers are 
making shortages and giving overages in order to secure business and that a 
Moral Effect Inspector would be very good. 

Mr. Geary has been informed regarding the driver covering the territory at 
Washington & Grand. 



Exhibit 23. 

MEMORANDUM SENT TO GASOLINE MARKETERS JANUARY 5, 1917. 

memobandum. 

Jan. 5, 1917. 

Gasoline marketers from Jan. 15, 1917, will refuse to sell any customer who 
will not display the retail market price sign. 

Will furnish no pedlar f peddler 1 who will resell at a greater differential than 
2^ or who permits the retailer to display signs under the retail prices. 

As contracts expire they viii not be renewed except at 20 below the current 
market price at time of delivery. 

Any retailer who elects to haul his own or associates' gasoline will be charged 
the regular 2t differential at refiners tanks. 

Send copies to 

A. F. Gilmore Co., 
Wilshire Oil Co., 
Cal. Oil & Asphalt 
Jordon Oil Co., 
Union Oil. 
Western Oil. 
Turner Oil 

Rancho La Brea Oil Co. 
Richfield Oil Co. 
Pinal Dome Oil Co. 
Doran-Brouse & Price 
Hurley Smith Co., 
G. B. Gallagher. 



Exhibit 24. 
MEMORANDUM ASSOCIATION MEETING, JANUARY 10, 1917. 

memorandum i. p. m. a. meeting jan. 10, 'l7. 

Jan. 16, 1917. 

The only question discussed was that relative to the elimination of the 19^ 
si^s in the City of Los Angeles. It was decided that a special meeting should 
be held on Thursday evening, January 11th at which every effort would be 
made to secure the presence of the Wilshire Oil Company as they were the 
worst offenders and did not seem inclined to come into line. The special meet- 
ing was held on Thursday with the Wilshire Oil Co. absent. 
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At this special meeting, the writer stated that after going over the condition 
thoroughly and from every angle, we had decided that it was impossible as 
well as impracticable to eliminate the cut price signs by refusing to make de- 
livery at the present time. The question was thoroughly discussed and it 
seemed to be, when all representatives got down to figures, that the writer's 
stand was well taken. We, however, agreed that we would continue to work 
on the' cut price signs and make every effort to eliminate them by persuasion 
instead of force or refusing deliveries. 

It was also agreed that none of the members would take on the Five Mile 
House on El Monte Road, unless they displayed a 20^ sign and that should any 
similar case arise In the future, drastic action would be taken to bring them 
into line, but as far as making the practice general throughout the City, this 
question was dropped. 

It was also agreed that in case one of the members was endeavoring to 
straighten up one of his customers or one of the customers of a legitimate 
peddler, that all members of the Association would stay away from the cus- 
tomer In question for a period of sixty days. This would give the supplying 
party a chance to straighten them up. The real making of this agreement was 
to keep the salesmen of the different Companies from camping on the customers 
trail when it had developed that the supplying party was experiencing trouble 
in bringing the offending customer Into line. 

The writer stated that he would make it a point to call on the Wllshire Oil 
Company on Saturday and see if an agreeable understanding could not be 
effected. This was done on Saturday afternoon between the. hours of two and 
six thirty. The Wilshire Oil Co. agreed to raise any of their customers who 
were buying at better than a 2^ differential to the 2^ differential at once, also 
would insist that their peddlers maintain the regular 2^ differential, also that 
they would not interfere for sixty days with any of our customers with whom 
we were having trouble. The Wllshire Oil Co. however, would not agree to 
change the three 19^ signs on their own service stations to 20^ until such time 
as the competitive conditions in the neighborhood of the three service stations 
were such that they could put up their 20^ sign without hurting their business. 

The Wilshire Oil Co. were very fair and the writer accomplished a great deal 
by spending Saturday afternoon with them. The condition looks very much 
better, at the present time, and in view of the fact that the Western Oil Co. is 
cut off from their 1,000 gallons per day with the Wilshire on February 1st, and 
that all of the peddlers are going to experience diflaculty in securing supplies 
and a great many of them will have to discontinue business, the price situation 
ought to be very much improved within the next thirty days. 

cc C. W. Ralph. 



Exhibit 25. 
MEMORANDUM SENT TO GASOLINE MARKETERS JANUARY 12, 1917. 

gasoline mabketebs memobandum. 

Jan. 12, 1917. 
Should any marketer advise the Secretary of the likelihood of losing a cus- 
tomer through some misunderstanding, other marketers upon advice will refuse 
to supply within 60 days f^^om such notification. 

Reynolds Gasoline Richfield 

Five Mile House Gasoline Union 

Poly High Gasoline Doran-Brouse-Price 

J. A. Bauman, 37th & Central 

" Gasoline " Richfield 

Crawford Bros., 7th & Bonnie Brae 



li 



Copy Mailed to: Richfield Oil Co. 

California Oil & Asphalt Co. Turner Oil Co. 

Doran, Brouse & Price Union Oil Co. 

A. F. Gilmore Oil Co. Western Oil Oo. 

Jordan Oil Co. Wilshire Oil Co. 

Pinal Dome Rfg. Co. Mr. Kellogg 

Puente Oil Co. Mr. Fuller 

Rancho La Brea Oil Co. Mr. Graves 
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Exhibit 26. 

MEMORANDUM. ASSOCIATION MEETING, JANUARY 17, 1917. 

memorandum i. p. m. a. meeting, jan. 17, 1917. 

Jan. 18, 1917. 

The question of the new bids for the City of Los Angeles was np for dis- 
cussion. The new request calls for a flat price on all refined oils for a period 
of six months. All parties who will bid on these new requirements will bid 
the same as last time namely 1^ off the open tank wagon market price at time 
and place of delivery. 

The question of the 20^ signs was taken up. The Richfield Oil Co. are going 
to use every influence to have Mr. Reynolds, on Pasadena Ave. display a 20^ 
sign in which case the Wilshire on Pasadena Ave. will display a 20^ sign. 
This will clean up the entire situation as far as Pasadena Ave. is concerned. 

As long as the El Monte Road Five Mile House is now displajring a 20^, the 
Wilshire, S. O. CO. and Union will start in to clean up the 20^ signs at Al- 
hambra, South Pasadena and Pasadena. This situation ought to be cleaned 
up very nicely within the next few days. The Wilshire Oil Co. are selling 
the service station, just opposite the County Hospital on the El Monte Road, 
This is a new station, and the Wilshire will make an honest endeavor to have 
this man put up a 20^ sign instead of a 19^, inasmuch as the Five Mile House 
is displaying a 20^ sign. There is another service station just in back of the 
Selig Zoo displaying a 19^ sign. This station is being served by the Pinal 
Dome Refining Co. Mr. Fleisher will straighten up this sign so that it will 
entirely clean up the El Monte Road and the South Pasadena Road. It is 
our impression that there are several Union cut price signs displayed in 
Bairdstown. We are giving Mr. Geary a copy of this memo under personal 
cover and asking him to co-operate in seeing that this condition is rectified. 

The question of the differentials to peddlers was discussed somewhat The 
Turner Oil Co. are reducing their peddlers to a 3^ differential immediately. 
In fact, they have done some [so] with one of them already. This one in particu- 
lar is shopping around, but the Wilshire and Richfield agree to take on no 
new peddler at better than a 3^ differential. 

cc C. W. Ralph 

J. M. Geary : — The above for your personal information. 



Exhibit 27. 
MEMORANDUM ASSOOATION MEETING, JANUARY 24, 1917. 

I. p. M. A. MEETING JAN. 24, 1917. 

Jan. 24, 1917. 

The question of bids for the City of Los Angeles was discussed as the three 
bids which were opened this morning were all thrown out by the City Attorney 
on the grounds that they were illegal. The Companies bidding were the Union 
Oil Co., Western Oil Co. and S. O. Co. The latter instead of bidding on specifi- 
cations, bid on Red Crown gasoline. 

The application for membership of the Golden State Refining Co. was 
received and accepted. This will be a great help inasmuch as the Golden 
State are selling a few jobbers who are a little inclined to cut prices. The 
Golden State sold one car of Kerosene to the Puente Oil Co. at 6i^. This 
win take some of the Kerosene away from the Orange County Oil Co. who 
have been cutting prices on Kerosene in the Santa Ana Territory. In a short 
time we hope to entirely shut off the supply of refined oils to the Orange 
County Oil Co. or at least control them from their price cutting tactics. 

The question of the Annual Banquet of the I. P. M. A. was discussed, but no 
definite plans made excepting that the Meeting is to be held on Feb. 9th and 
it is the intention to have from fifty to seventy-five present. The I. P. M. A. 
have approximately $100 in the Treasury at the present time part of which 
will be used to defray the Banquet expenses. However, it is barely possible 
that an assessment of $1.00 per I. P. M. A. member will be levied in order to 
save part of the funds of the Association. 



f 
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The question of the cat price signs came np for discussion, but very little 
said on account of the attitude shown by the Wilshire Oil Company. At 

e present time, they absolutely refuse to cooperate in maintaining the 20^ 
8. The cut prices at Venice, Santa Monica and Ocean Park were discussed, 

t as Mr. Ollmore of the Gilmore Oil Go. was not present, no definite action 
taken. Mr. Oakey of the Ventura stated a few days ago, that he was per- 
ly willing to boost his price to 18^^ at the beaches if the Wilshire and 

ilmore would do the same. We will ke^ after this situation and see if it 
ot be cleaned up. 

cc C. W. Ralph. 



Exhibit 28. 

MEMORANDUM ASSOCIATION MEETING, JANUARY 31, 1917. 

memorandum meeting of i. p. m. a. jan. 31, 1917. 

Feb. 1, 1917.. 

Practically all members were present. The Wilshire Oil Co. asked that the 
Association recommend a change in the gasoline specifications for the City of 
Los Angeles. The change which they suggest would in reality be a benefit to all 
concerned, but we gave the Wilshire Oil Co. to understand that as long as they 
had been lacking somewhat in co-operation in the past, that the Association 
n^ould go to no trouble in their behalf unless conditions were materially changed* 
The Wilshire, at the present time, are experiencing difficulty in meeting the 
gasoline specifications on account of the particularly low boiling point crude 
which they are running. 

While the proposed change would let them in very nicely, it would also be 

a great benefit to all marketers, inasmuch as more gasoline could be produced 

I which would be just as good, as far as initial and final boiling points are con- 

I cemed, as is marketed at the present time. The proposition worked out very 

1 nicely as a club over the Wilshire Oil Co. and they immediately promised to 

be good and as evidence of good faith started out on the afternoon of Jan. 31st 

to straighten up their 19t signs in the City of Los Angeles. 

The Association will take no immediate action on the proposed gasoline 
specifications as we want to wait and see whether or not the Wilshire Oil Co. 
will continue their co-operation. 

The present specifications state that the bottoms shall not be heavier than 
47.5 Be. With low boiling point crudes such as run by the Wilshire Oil Co., 
Ventura Refining Co. and the Union Oil Company from the Whittier-Fullerton 
field, the gravity of the bottoms makes a pretty stiff specification. Mr. Purtz- 
loan of the Pinal Dome Refining Co. was present at the meeting and it has been 
a matter of common talk for sometime that the City Specifications on gasoline 
were a great deal of a joke inasmuch as the ioss in distillation has to be a 
matter of guess. The size of the flask is not determined by the city and 
although the height of the orifice above the fluid is determined, there would 
be a great deal of difference in the temperature between a 500 cc flask and a 
1,000 cc flask. The City Oil Inspector's department does not run a distillation 
test on gasoline in strict accordance with the present specifications. In fact, 
it is impossible to do so. 

It is proposed that instead of 70% being distilled over at a temperature not 
exceeding 260** F. that 50% come over at not exceeding 240** F. that 95% 
come over at not exceeding 360** and that the bottoms shall not be in excess 
of 5%, the loss to be added to both percentages distilled. The elimination of the 
gravity of the bottoms would be of material beneflt to all concerned and the 
initial and final boiling points can be determined so as to not allow any inferior 
gasolines being sold. To determine these points, a great many samples would 
have to be taken. There is no immediate hurry about the proposition and I 
stated that we would be perfectly willing to let the matter rest for the present 
time, at least until such time as we had an opportunity to go into the matter 
thoroughly. 

Mr. Blackmar is very heartily in favor of the change in the specifications and 

states that he will put through any speciflcatlous recommended by the I. P. M. A. 

It was decided that the annual banquet of the I. P. M. A. should be held 

at the Sierra Madre Club on Feb. 9th. There will be in the neighborhood 
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of 55 to 60 present and an assessment of $5.00 per member of the Association 
w^s levied in order to not entirely deplete the present Treasury Fund of 
the Association. It was the unanimous opinion of the Association that Mr. 
C. W. Ralph be asked to officiate as Toast Master. 

cc C. W. Ralph 

Ref. Oil Conditions, Gasoline sold in the city of Los Angeles 
" " " " purchased by the city of Los Angeles. 



Exhibit 29. 
ANNUAL REPORT OF SECRETARY FOR 1917. 

ANNUAL KEPORT OF SECRETARY FEB. 9, 1917 — ^FEB 9, 1918. 

To the President and Board of Directors ^ 
Independent Petroleum Marketers Assn, of Cat., 
Los Angeles t California. 

Gentlemen : A review of our membership roll indicates that we now have 
thirteen full members and four associate members, the same number of each 
we had one year ago this month. Had we been able to retain those who 
have resigned we would now have fifteen full members and seven associates, 
but fortunately we secured two full members and three associates, to wit: 
The MilliflP Refining Company, Vernon Oil Refining Company, G. H. Gillons Com- 
pany, Austin, Bryant & Carter and the Panama Lubricants Company to fill 
the vacancies caused by the resignations of the Pinal-Dome Oil Company, Jordan 
Oil Company, Diamond Oil Company, Western Oil Company and the Pacific 
Wood & Coal Company. 

The loss of the Pinal-Dome Oil Company due to their absorption by the Union 
Oil Company was of course unavoidable, and we still have hopes of reenlisting 
the other four. 

The unfortunate condition of the gasoline market due largely to the growth 
of the coupon system, has made it especially difficult to hold the organization 
together during the past year. The smaller companies, not wishing to install 
coupon systems to meet this method of competition, have in many cases 
encouraged the display of cut price signs with the usual resulting unstable 
condition of the market. Though this office has redeemed over $18JOOO in 
Association coupons an increase of $8,010.00 over the previous year, only three 
members have availed themselves of the use of this privilege which would 
save the considerable expense and annoyance now experienced in the use of 
individual coupons, which in tnost cases are good only at their own stations. 

In the face of the gasoline shortage that has existed since last June it is 
a question whether all members have profited as much as they might have 
done by different marketing methods. Engine distillate and gas oil have been 
our principal slow moving stocks during the year. This office has secured a 
market for all surplus engine distillate and in spite of the car shortage has 
actually moved from stocks of members, forty-three cars of distillate between 
May and January last, and as equipment becomes available we can continue 
to move this product to Eastern points. Brokerages from this source amounting 
to $650.70 have been a great help in maintaining the expense of the office. 

The Credit Bureau through constantly adding to the information on hand 
has accumulated over 3,000 cards giving trade references on that many pur- 
chasers of oil and such other information as is always valuable to our mem- 
bers who may thus protect themselves against slow or bad accounts through the 
experience of others. 

The Stove and Furnace Distillate Section has demonstrated the advantage 
of co-operation during the past year as in the previous year with advances in 
those commodities from 3J cents and 4^ cents to 5i cts. and 6 cents per gallon 
respectively without any disturbance or loss of trade. 

The Lubricating Oil Section recently organized has set out to make concerted 
adjustments of divergent marketing methods so that in the course of a short 
while we expect to have all lubricating oil marketers in close accord with 
their competitors and a resulting healthier condition of this branch of the 
business. 



PACIFIC COAST PETROLEUM INDUSTRY. 225 

The Independent Oil Review, the Association imper, though not a source of 
KTenne has held Its own for the year at an expense to the Association of but 
$50.00 per month, though the cost of publication ranges from $100.00 to $150.00 
per month to publish. 

The principal accomplishment resulting from the past year's efforts of the 
Association has been the recent adoption of the new City Specification for 
Gasoline and other refined products sold in and around Los Angeles to secure 
the lowering of the standards much opposed by City Councilmen who suspected 
the marketing of a defective product, has been a long drawn out fight, but 
well worth the effort in consideration of the 20,000 or 25,000 gallons of gasoline 
alone that may now be added to our output to meet the increasing demand for 
a product that has long since been sold for gasoline everywhere else in the 
country. 

Our next step will be to extend the new specifications to cover Pasadena 
and elsewhere in the State formerly supplied with Los Angeles specification 
gasoline. 

The Secretary desires to express his appreciation for the support given his 
efforts during the year Just closed, and hopes to show as good and better results 
for the coming year. 

Respectfully submitted. 



HHM : B Secretary. 



Exhibit 30. 
MEMORANDUM ASSOCIATION MEETING, JANUARY 21, 1917. 

memosanduic coupon books — ^i. p. m. a. meeting 3/2l/l7. 

March 27, 1917 

The question of the Coupon Books In general came up for discussion and I 
was asked point blank as to our Coupon Book. Stated that our book was to be 
in the $5.00 and $10.00 denominations and that it was to be of the scrip variety 
with tlie coupons redeemable any place where Union Gasoline is sold. How- 
fTer, did not state anything pertaining to the exact details In handling the 
above in reference to an advance or decline in price. 

The question came up before the Association regarding a uniform book for 
111 of its members. I explained to the Association that there were several 
minor points regarding our Coupon Book which were not explained and it was 
our intention that these points should be kept under cover until the Book was 
actually placed on the market and it was my suggestion that the Association 
let the matter of a uniform book ride until such time as our Book was on the 
market. 

It developed that the Jordan Oil Co. have Issued a card for 100 gallons of 
?asoline at 18^. This to the commercials only. The station man has a punch 
and the number of gallons taken each time is punched off on a card. In other 
words, the Jordan Oil Co. are selling 100 gallons of gasoline to a commercial 
at 18^ per gallon to be taken out as a commercial user. 

The Richfield Oil Co. are issuing their books indiscriminately at 2^ off the 
market to commercial vehicles only, the coupons redeemable at their own 
service stations. 

The Wilshire Oil Co. have two styles of Coupon Books, one a gallonage and 
the other a scrip. They are not pushing the sale of either at the present time. 

The Puente Oil Co. is still using the Association Book which allows only If 
^^ the market to commercial vehicle operators. 

In summing up the discussion in general, the Western Oil Co. and Doran Brouse 
4 Price stated that as they were not In a position to handle Coupon Books that 
as all of the other members had gone into the Coupon Books, it would eliminate 
^h^m entirely. The following scheme was proposed. A $20.00 Scrip Coupon 
Ai'soclatlon Book would be sold to either of the parties in question for $18.00 
'2c off) and the $18.00 was to be held at the Association Office for the redemp- 
tion of the book. Either of the two parties in que^ion would then sell this Cou- 
pon Book to a customer for $19.00, the coupons being redeemable at any service 
Jation operated by a member of the Association. The consumer would pay the 
^Mce Station man the list price for gasoline and when the Coupons were pre- 
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sented to the Association for redemption the $20.00 worth would be redeemed for 
^18.00. This would allow either of the two Oil Companies in question Ic per 
gallon, also would make the gasoline net the Union Oil Co. 18c per gallon. 
These coupons would be good for gasoline at 6th & Mateo service station only as 
if we took them in from any garage the gasoline would be netting us 16ic per 
gallon. 

This agreement was not decided upon but was suggested as a means of taking 
care of the two Oil Companies who are members of the Association, but who 
are not in a position to handle coupon books of their own. If such an agreement 
cannot be reached, the Western Oil Co. very emphatically state that they are 
going to make a price of 17c to the garage man. This would be the figure at 
which Union Gasoline is netting the Union Oil Co. if sold to a garage under our 
proposed Coupon system. We explained to the Western Oil Co. that they would 
be doing themselves a great injustice by selling to a garageman at 17c and that 
if they were determined to make such a price that nobody would try to stop them. 
We, however, feel that we will be able to hold the Western Oil Co. in line. 

As the situation now stands, all members of the Association with exception of 
the Western Oil Co. and Doran, Brouse & Price, who are marketers of gasoline 
to the retail trade have Coupon Books. 

WLSd :LV 

cc C. W. Ralph 
J. H. Hull 



Exhibit 31. 
MEMORANDUM ASSOCIATION MEETING, JUNE 27, 1917. 

memobandum i. p. m. a. meeting. june 27, *17. 

June 28, 1917. 

New Specifications covering the refined oils in the City of Los Angeles, was up 
on June 27th before the City Council and after some little argument, it was 
turned back to the Public Welfare Committee who were going to meet in the 
next few days for re-consideration. We have been working with the Committee 
in question and it looks very much as though they will report favorably to the 
Council which means that they will pass it within the next week and it will 
then be effective not later than August 1st. 

The sign clause was eliminated from the ordinance by the City Attorney, but 
the Welfare Committee and the majority of the City Council are in favor of 
the clause being inserted so it looks very much as though we will gain our point 
making it necessary for a reseller to display the name or brand of gasoline he Is 
selling. 

The question of the G. P. Co. Synthetic gasoline has been taken up separately. 
This came up In connection with the refined oil conditions in general which 
was augmented by the Ventura stating that they had held the sack long enough 
and that they were no longer going to stand for the Western Oil Co. quoting 17^ 
to their customers. The Ventura cannot be blamed as the Western Oil, Rich- 
field and Wilshire Oil Co. have certainly been unfair and at the present time are 
practically quoting 17^ Indiscriminately. The three pirates in question will be 
gotten together within the next day or two and one more effort made to clear 
up the situation and put the fear of God in their hearts. 

I have talked the situation over pretty thoroughly with Mr. Oakey at the Ven* 
tura and it looks as though he would refrain from rocking the boat for the next 
two or three days, but after that there is no telling what will happen. 

WLSd : LV 

^c C. W. Ralph 
J. H. Hull 
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Exhibit 32. 
MEMORANDUM ASSOCIATION MEETING, AUGUST 22, 1917. 

I. p. M. A. MINUTES, AUGUST 22ND, 1917. 

Both the Western Oil Company and Puritan Oil Company have handed in 
their resignations to the Association. The former of course was accepted. The 
latter was tabled as we have hopes of convincing Mr. Jordan that he ought to 
stay with the Association in view of the market conditions at the present time 
in Los Angeles. 

Mr. Jordan is very friendly but states that in his opinion the Association has 
failed in its endeavor to accomplish a better marketing conditions in the City 
of Los Angeles. While Mr. Jordan admits that the Association has been of 
wonderful benefit up until a month ago, he feels that it is necessary for him to 
meet competition, and doing such he can not be a member of the Association. 

The proposed specifications covering Refined Oils for the City of Los Angeles 
was up for discussion, but in view of the fact that Mayor Woodman has pre- 
sented to the City Council an ordinance creating a Department of the Bureau 
of Standards, which will eliminate the Oil Inspection Department entirely, the 
Association has taken no further action on the new proposed specifications : in 
fact, the Association has decided to let the matter rest indefinitely on account 
of the cut throat tactics of some of the smaller Refiners. If they are going to 
sell Gasoline at a cut price, we should endeavor to make it as hard for them 
to manufacture and sell their commodity as possible. 

W. L. Standabd. 

WLS :MCH 

cc — J.M. Geary 



Exhibit 33. 
ASSOCIATION PRICES EFFECTIVE MAY 5, 1919. 

Independent Petroleum Marketers Association of California (Inc.). 

Office of the Secretary, 930-931 Marsh-Strong Bldg., Los Angeles, Cal. 

Memorandum notice. 

Effective May 5, 1919, and until further notice the following prices will 
prevail in Los Angeles : 

Retail ga8X)line. 

20i cents all garages and service stations sold by members of this Association. 
Price signs must be dispayed. 

Engine distillate. 

13^ cents at all garages and service stations whether owned or served by our 
refiners or marketers. 

Com/mercial stations. 

Location. Ovmer. 

6th & Mateo Union Oil Co. 

6th & Central Wilshire Oil Co. 
9th & Los Angeles " " " 

12th & Hill " " " 

9th & Olive Richfield Oil Co. 

11th & San Pedro Cal. Oil & Asp. Co. 

11th & Los Angeles Western Oil Co. 
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Oasoline. 

19i cents net to one and all consumers. No price signs will be displayed. 

Engine distillate. 

13 cents net to one and all. 

Wholesale gasoline. 

18i cents delivered to all re-sellers, garages and service stations where the 
20^ cent retail price prevails. 

17^ cents at our plants to all bona fide peddler of this commodity. 
17i cents f . o. b. Los Angeles tank car lots. 

EngiAie distillate, 

12i cents delivered to all re-sellers, garages and service stations where the 
13i cents retail price prevails. 
12 cents at our plants to all bona fide peddlers. 

Kerosene. 

Hi cents delivered to all re-sellers. 
10 cents at our plants to peddlers. 



Exhibit 34. 
LISTS OF RECOGNIZED PEDDLERS. 

MEMORANDUM NOTICE MAY 8, 1919. 

Coniidential 

Beginning immediately all customers, unless in possession of a reseller's 
license, buying at commercial stations including Union Oil and Standard Oil 
Stations, will be charged the minimum prices of 19i cents net per gallon for 
gasoline and 13 cents net per gallon for Engine Distillate. 

Exceptions — Large Commercials such as Public Service Corporations, Light, 
Gas, Telephone, Electric and Steam Railway Companies, City, County, and State 
Institutions; Corporations doing a State-wide business such as Globe Mills, 
Sperry Mills, Hauser Packing Co., Cudahy, and Wilson Bros., 18^ cents net for 
gasoline. All other Commercial customers 19^ cents unless in possession of a 
City license for reselling which will entitle them to the reseller's price of ISi 
cents. 

Bona fide gasoline peddlers. 

Gasoline 17^ cents net at plants 

Engine Distillate 12 " " " 

Kerosene 10 " " " 

American Auto Supply Co. Long Beach, Cal. 

Artesia Oil Co. (Luffborough) 

Bowman, Chas. 
Butler, C. J. 
Deetle 
Doran, E. A. 
Gamble 
Gross. 
Heckler 

Home Oil Co. Orange, Santa Ana, Cal. 

Howie 

Lodge Elmonte, Cal. 

Long Beach Oil Co. 

Mirch Santa Ana, Cal. 

Orange County Oil C6. 

Penn. Oil Co. Pasadena, Cal. 

Pfiester Anaheim, Cal. 

Sladen Pasadena, Cal. 

Starrett Long Beach, Cal. 

Thomas Redondo, Cal. 
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Any peddlers of previous good standing and omitted from the list for lack of 
present knowledge to this effect will be added to this list, btU no new peddlers tdU 
be recognized. 



ADDSNDA TO MEMORANDUM NOTICE MAY 8, 1919. 

Confidential. 

State Institutions now buying gasoline at 19-1/2 cents will continue at the one 
cent differential from retail market price of 20-1/2 cents. 

Los Angeles City Employees Association, previously buying at two cents off 
the gasoline market, are raised to a one cent differential. 

Employees of Commercial or Industrial Consumers are entitled to the ld-1/2 
cent (or one cent off market) but must present identification card from Em- 
ployer. 

BONA FIDE GASOLINE PEDDLEBS. 

(Add to List) 

J. E. Humphries Pasadena, CaL 

Longmeyer( Bought out Keene) Garden Grove, T. O. 



Exhibit 35. 

STANDARD'S MEMORANDUM OF ASSOCIATION MEETING OF MAY 8, 

1919. 

Los Angeles, Cal., May 8, 1919. 

LOS ANGELES MABKET 

Personal 

Mr. H. D. Collieb: 

At a Meeting of the Independent Petroleum Marketers Association held 
yesterday, it was unanimously agreed that the following selling policy would 
be effective at once on the sale of Gasoline and Distillate : 

To all bona fide re-sellers with city licenses Gasoline 18-1/2^ per gallon 
and Engine Distillate 12-1/2^ per gallon. 

To Public Utilities Corporations, Federal, State and Municipalities, Gasoline 
18-1/2^, Engine Distillate 12-1/2^ per gallon. 
Al? CJoupon Books at 5% discount. 

To Industrials, Gasoline 19-1/2^ per gallon and Engine Distillate 13^ per 
gallon. 

All purchases at refinery owned Service Stations to be on the basis of list 
price with the exception of the following owned stations where commercial rates 
are extended to all industrial and commercial car operators : — 
Union Oil Co. . Stations— 6th & Mateo. 
Wilshire Oil Co. Stations— 6th & Central, 12th & Hill, and 9th & Los 

Ancreles. 
Richfield Oil Co. Station— 9th & Olive. 
Cal. Oil & Asphalt Co. Station— 11th & San Pedro. 
Western Oil Co. Station — 11th & Los Angeles. 
The above seven stations are considered commercial car stations, and it is 
reasonable to assume that all cars or trucks going to these stations will receive 
the 19-1/2^ price on Gasoline and 13^ price on Distillate. 

80771*— 22 ^10 
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The price to Peddlers In their own tank wagons at refinery- tanks is 17-1/2^ 
per gallon for Gasoline, and the list for Peddlers was closed yesterday at noon 
so that no new Peddlers would be created. Distillate at 12^ i)er gallon. 

Tank car prices on Gasoline are dt oif the prevailing list price at date of 
delivery, and 1^^ off on Distillate, although there is no surplus of Distillate or 
Gasoline available for carload shipments at this time. The slight surplus that 
will be accumulated from time to time will be moved into Idaho or New Mexico. 
Some of the Refiners will retain their country Peddlers on Gasoline and Dis- 
tillate on the above basis making shipments of same in tank cars. This would 
include — 

Home Oil Co. at Riverside, Pomona and Ontario, supplied by the Wil- 

shlre Oil Co. 
Lodge at Pomona, supplied by the Puente Oil Co. 

H. R. Slayden & Co. at Pasadena, and the San Bernardino Valley Oil 
Co. at San Bernardino, supplied by the Richfield Oil Co. 
Of course there are numerous small Peddlers who have been driving into 
Los Angeles with small tank wagons and a trailer tank wagon, who will con- 
tinue to do so and secure the Peddlers differential at Refinery tanks, as above 
noted. 
This is just for your information. 

J. L. Qtjtnn. 
JLQ/D 



Exhibit 36. 

LOS ANGELES CITT BIDS. 

Ornr of Los ANcnzjcs. 

Department of Supplies. 



' 202 North City Hall Annex 
Main 9060 60211 

August 1, 1921. 
Federal Tbade Commission, 
WasMngtofi, D. C, 

Gentlemen : In reply to your letter of July 18th, File W. H. E. addressed to 
Mayor George E. Cryer, requesting additional information of certain bids for 
refined oils for the year 1917: 

On specifications No. 155, three quotations were received on December 22, 

1916. The Union Oil Company quoted on gasoline, in tank wagon delivery or 
drums, 19^ per gallon, which was It less than the retail market price. The 
Standard Oil Company and Western Oil Company quoted 1^ less than retail 
market price, not specifying any amount. The City Attorney ruled that bid 
of this kind was not legal and all bids were rejected by the City Council at 
its meetings of January 17, 1917. 

Specification No. 155-A was then adopted calling for bids, on January 24, 

1917, for a period February 1st to June 30th, 1917. The same firms quoted in the 
same manner and bids were again rejected and the Purchasing Agent instructed 
to issue regular purchase orders for supply at the best price obtainable. 

Gasoline was purchased at 19^ per gallon during the months of January, Feb- 
ruary, March, April, and May, and at 18^ per gallon during the remainder of 
the year. 
Trusting that this will give you the desired information, I am 
Very truly, 

(Sgd.) Thomas Ouohton 

Purchasing Agent. 
cc-Mayor 
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Exhibit 37. 
MEMORANDUM ON GAS OIL. 

1ibm0ba.ndx7m oas oil situation confidential. 

Jan. 23, 1919. 

Discussed Gas Oil Situation with a number of interested parties yesterday, 
those present were the G. P. Co. Puente Oil Co., Wilshire Oil Co., Richfield Oil 
Co., Ventura Refining Co., and California Oil and Asphalt Company. Those 
absent were the Vernon Oil Refining Co. and the Golden State Refining Company. 
It was agreed that no price should be quoted either Tarr d McComb or Mr. Rose- 
herg other than 6i^ tank cars f. o. b. Refinery on Gas Oil. This on account of 
the irre&fponsibility of the two parties in question as to the maintenance of prices. 
These two people have been canvassing the refiners to secure a contract on Gas 
Oil. The Vernon Oil Co. are members of our organization and we believe that 
they will agree to the above. This will be taken up with them through the 
Association. This will also be done in the case of the Golden State Refining 
Company and it may be that they will not fall into line. However, their produc- 
tion is so limited that they could be ignored If necessary. 

It was further agreed that all interested wonld quote legitimate iobhers at 
^i or 61^ direct to the consumer. The question was discussed as to exactly 
what was meant by a Jobber or reseller and each of the Oil Companies present 
igreed to make a list of their customers who were entitled to the 5f^ price. 
Soch a list was prepared and we will receive copy within the next few days. It 
was impossible to reach an agreement that the one price of 6^^ should prevail 
to all purchasers. All Co-Operative Farm Associations are classed as resellers 
providing they do sell direct to their own members. 

In reference to the question of the Crude Oil clause the G. P. Co. give their 
customers either a flat price or \i per gallon advance or decline for each 5^ per 
terrel advance or decline in California Crude. They have some contracts taken 
both ways. The Richfield Oil Co. in their contracts specify that the quotation 
is subject to any advance in California Crude and that the advance in the gas 
oil is the same amount as the advance in the crude. If crude advances 5^ per 
barrel, the gas oil contract price would advance 5^ per barrel (42 gallons each). 

The G. P. Co. and Richfield Oil Co. yesterday afternoon quoted the Tucson 
Warehouse & Transfer Co. Gas Oil at 5f ^. They held up this quotation until 
after the result of the meeting. A few days ago, the California Oil & Asphalt 
told four cars of gas oil to Tarr & McComb at a price below 6i^. This, of course, 
was prior to the meeting and will not be repeated. 

The Ventura Refining Company stated that their gas oil runs from 41-42 
pavity and that the flash test was in the neighborhood of lOO* Fahr. It was 
teamed that the S. O. Co. product showed a gravity of approximately 40 with a 
flash test of approximately 106' Fahr. The Richfield Oil Co. gas oil shows a 
pavity of 38-39, flash test 120. The Richfield made the statement that this year 
they had secnred the requirements Agricultural Products Association in Arizona 
«6i^ and that the contract specified that If better than 40 gravity was delivered 

at the price would be 6-6/10^ (dont remember which.) 

In view of the above, we wired Mr. Beach yesterday aftemo(»i to quote the 
5tc8on Warehouse & Transfer Company either a flat price of 5|^ or with the \4 
fiflferential advance or decline in California Crude giving the customer the 
option. Writer predicted that in a very short time, the majority of our gas oil 
Would be sold at 5|^, but the other reflners would not listen to the 6^^ price. 
All interested agreed to lay the cards on the table when the question came up as 
to camouflage quotations and that before they made any quotation of 5i^ they 
woQid be absolutely sure the customer was a legitimate jobber. 

WLSdLV 

cc C. W. Ralph 
J. M. Geary 
J. H. Hull 
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Exhibit 38. 

PRICE LISTS OF STOVE AND FURNACE DISTILLATE. 

Los Anqeles, Calif., January 15, 1917. 

LIST ON STOVE AND FUBNACE DISTILLATE. 

Stove distillate delivered from tank wagons or trucks in bulk, 

Business or Industrial Consumers 4r-l/20 per gal. 

Consumers having tank capacity of 500 gals, or more, hose con- 
nection fills only 4i 

Consumers having tank capacity of 250 gals, or more, bucket or 

hose connection fills 4-1/40 

Family or Household Consumers, any quantity 5-1/2^6 

(No delivery under 25 gallons.) 
(No contracts at these prices.) 
FwTMice distillate delivered from tank wagons or trucks in 

bulk, Business or Industrial Consumers « 3-3/40 per gal. 

Consumers having tank capacity of 1000 gals, or more, deliv- 
ered at one place, hose connection fills only 3-1/20 per gal. 

Consumers having tank capacity of 100 gals, or less 40 " " 

Family or Household Consumers 4r-l/20 " " 

Consumers having tank capacity of 5(X) gals., hose connection 

fills ^ 3-3/40 " " 

(No contracts at these prices.) 

Prices net: No discount. 

No soliciting of competitors' customers during the month of January. 
Agreed that all pump troubles should be referred to expert in that line. (An- 
derson good man.) Thone 557693. 






I. P. M. A. (Inserted) 

Los Angeles 

[Effective February 20, 1920.] 

RETAIL. 

LIST ON STOVE AND FURNACE DISTILLATB. 

Stove distiUate delivered from tank wagons or trucks in bulk, 

business or industrial consumers (less than 250 gals.) 8-1/20 gal. 

Consumers having tank capacity of 500 gals, or more, hose connec- 
tion fills only 80 

Consumers having tank capacity of 250 gals, or more, bucket or hose 

connection fills 8-1/40 

Family or Household Consumers — any quantity 9-1/20 

(No delivery under 25 gal.) 
(No contracts at these prices.) 
Furnace distillates — delivered from the tank wagons or trucks in 

bulk, business or industrial consumers , 7-1/20 *' 

(500 gals, or over but less than 1000 gals.) 
Consumers having tank capacity of 1000 gals, or more, delivered at 

one place, hose connection fills only 7-1/40 " 

Consumers having tank capacity of 100 gals, or less 7-3/40 " 

(also less than 500 gals.) 
(No deliveries under 25 gals.) 

Family and Household Consumers 9-1/20 " 

Consumers having tank capacity of 5(X) gals, (plus) hose connection 

fills 7-1/20 " 

(No contracts at these prices.) 



(I 
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Prices net — ^no discount. 

Excepting for City, County and Goyemment supplies, no new contracts will be 
mide, nor old contracts renewed. 

Deliveries in territory north of Santa Monica Blvd. or west to Arlington and 
Brrason Aves, take l/2f advance over the above prices. 

No pump or burner parts or supplies to be furnished without charge, or less 
than the list price of same. 

WHOLESALE FOB LOCAL CONSUMPTION. 

Stove diBtiOate— 

Tank car lots f. o. b. Los Angeles 6-1/2^ gal. 

Tank wagon lots f. o. b. Los Angeles If " 

furnace distillate — 

Tank car lots f. o. b. Los Angeles 5-3/4^ ** 

Tank wagon lots f . o. b. Los Angeles 6-1/4^ " 
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Table 5. — Market prices of fueH oil quoted Jyy the principal marketing companies, 
at Los Angeles and San FranciscOy Calif, y Portland, Oreg,, Seattle and Spokane, 
Wash,, vyith dates of cha/nge in price, 1914-1920, 

[Prices per barrel of 42 gallons.] 





Lo8 Anfeles. 


San Francisco.i 


Portland. 


SeatUe. 


Spo- 
kane. 


Date of 
change 

in 
price. 


O 

1 

i 


• 

5 

o 
1 

1 


o 

|s 


£0 
ill 


•r4 

1 

CO 


6 

1 


s 
h 


1 




6 
§ 


1 




¥ 


6 



1 


III 




1 


1914 
Jan. 1 


10.75 








10.80 






* 


SO. 95 






SO. 95 






S2.00 


Jan. 13 




10.60 
.75 
.70 






SO. 80 






SO. 95 

*i."66* 








Jan. 21 




so. 83 




.85 


SO. 85 




1.00 


tl.OO 

• • • • 


1.00 


SI. 00 




2.05 


Feb. 4 


.85 






Feb. 14 








••■••• 




SO. 85 














Mar. 1 






.65 

























July 28 
Aug. 6 
Aug. 10 
Oct. 10 












.75 


.76 






.90 










.66 








■'.75' 




.90 




.90 






1.93 


.73 






.76 

... 






.90 




.90 












.70 


.70 












Oct. 12 










* 








.80 










Oct. 20 










.70 




•••••• 








.85 






1.88 


Oct. 23 










.70 








.85 


.85 


.85 






Oct. 27 
















.85 






Nov. 24 




















.80 










1915 

7ftD, A 


.60 












1 




.80 




.80 






1.83 


Jan. 12 




.60 
.75 
.70 






















Jan. 21 






























Feb. 10 












....k. 


.65 
















Feb. 13 




.60 




.80 






.80 






ICar. 1 


.65 
.55 




*""'** 


















May 3 

Aug. 6 
Aug. 16 
Aug. 17 
Sept. 29 
Oct. 16 












.60 


"."w 






















.60 










.75 






















.75 
.80 












.66 




.60 




.65 












.80 










.65 


.65 
























.85 


'*.*86' 


.85 


.85 






1.88 


Oct. 20 




.65 








.65 






.85 






Oct. 28 




.65 






.70 


.70 




.90 
■■.*95* 








Oct. 27 


.70 
.75 


.70 
.76 




.70 
.75 


.70 
.76 


, .90 
.95 


.90 
.95 


.90 
.95 


.90 
.95 




1.93 


Nov. 27 








■ • • 


1.98 


Nov. 29 


.70 




.75 


.75 




Dec. 29 


.80 






.80 




1.00 




1.00 






2.03 


Dec. 30 


...... 


.80 






.80 


.80 




1.00 








Dec. 31 


***** 

.85 


.80 






.80 




1.00 




1.00 






1916 
Feb. 1 






















Feb. 2 




.85 








.85 


.85 






1.05 










Feb. 3 


"lio 


.86 

.90 






.85 




1.05 
1.10 




1.05 
1.10 






Feb. 16 
Feb. 25 


.90 




.90 


.90 


.90 


*i.*i6* 


1.10 


1.10 




2.13 


Junel 










.95 




















July 6 
July 7 
July 10 
July 19 
July 20 
Aug. 1 
Sept. 20- 
Sept. 21 
Sept. 26 
Oct. — 




' ' 










.96 
















.95 


.95 


".'95" 


10.95 




.95 


"."95" 


1.15 


1.16 


Lis* 


1.16 


1.15 


SI. 16 


2.18 













1.00 














1.00 


1.00 


*i.*66' 


1.05 


1.00 


1.00 




1.20 


1.20 


*i."26' 


1.20 


1.20 


1.20 


2.23 


1.00 






1.05 


1.05 






1.05 


1.05 


"i.25' 


1.25 




1.25 










1.05 




1.25 


1.25 


2.28 






1.05 






1.05 






1.25 








1.10 




















Nov. 1 


1.10 




























Nov. 11 




1.10 








1.10 


















Nov. 16 




1.10 






1.10 


















Nov. 20 










1.10 
















Nov. 21 










1.10 






1.30 






1.30 






2.33 


Nov. 23 


















1.30 








Nov 








1.15 






















Dec. 2 


1.15 






1.15 






1.15 


1.36 






1.35 






2.38 


Dec. 4 




1.15 






1.15 




1.36 








Dec. 19 


••••■• 




















i.36 





1 Prices are for San Francisco Bay refinery points. 
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Table 5. — Market prices of fuel oil, etc, — Continued. 

[Prices per barrel of 42 gallons.] 





Los Angeles. 


San Frandsco.! 


Portland 


Seattle. 


Spo- 
kane 


Date of 
obangB 

in 
Iirice. 


o 

"So 

1 

QQ 


5 
P 


o 

h 


Ill 


O 

q 
1 


• 

5 

a 
o 


< 




^4 
O 

r 

QQ 


5' 

1 
1 


1 

< 


o 
■Si 

1 
1 


• 

6 

O 

1 


II 


O 

1 


1916 
Dec 20 




























$1.35 




Dec. 22 




SI. 15 








$1.15 








$1.30 






$1.30 




Dec. — 




$1.20 
1.35 


















Dec ~- 






























1917. 
Jan. 19 


$1.20 






$1.20 




• 


$1.20 






• 










Jan. 22 


L20 






1.20 






1.35 






1.35 






Jan 29 


$1.20 






$1.20 














Jan. — 






L40 






















Apr. 2 
May 11 
May 25 
May 29 

Jnna 7 






















..■«.. 




1.50 












1.30 


*L36* 


1.30 


1.30 


$1.45 


'i.*45' 


$1.45 


$1.45 




$2.48 










1.45 


























1.45 




1.25 


*i.'3i5 


1.31 




1.35 


"i.*36* 


1.35 


1.36 


1.50 


'i.'so* 


1.50 


1.60 




2.63 


7nn0 1 1 


1.50 






June 14 


















1.50 




June 30 


'i.*35* 
1.42 


1.415 








1.45 








1.60 






1.60 




July 2 
July 3 
July 5 


1.42 




1.45 


145 


1.45 


1.60 


1.60 


1.60 


1.60 


2.63 


1.42 
1.45 
























. 




July 28 




























July — 
Aug. 3 
Aug. 9 
Nov. 16 




1.45 
























1.45 




1.45 












































1.7& 








1.52 
























Dec. 19 


1.52 




























Dec — 






1.70 
























1918. 
Jan. 22 






1.45 










1.62 
1.72 


1.62 


"i."76' 


1.62 
1.72 


1.62 




2.65 


Mar. 26 
















2.75 


Apr. 2 
Apr. 9 
Apr. 15 
Apr. 16 
May 1 










1.47 
1.48 


1.47 




1.47 






































1.48 
































1.48 
1.60 
















«1.67 








1.60 






1.87 






1.87 




1.90 


2.90 


May 2 




1.60 






1.60 




1.85 




May 3 




1.60 






1.60 






1.87 




1.87 


1.85 




May — 





1.60 
















June 26 


1.68 


\..\' 






















3.10 


Aug. 1 
















1.85 


1.85 




1.85 


1.85 




3.03 


Aug. 7 


1.82 
(•) 


















Sep. 16 




























3.10 


Dec. 1 
















1.87 
1.85 
2.10 


1.87 
1.85 
2.10 


"2."i6' 


1.87 
1.85 
2.10 


1.87 
1.85 
2.10 


2.10 


3.12 


1919. 
Jan. 1 


















3.10 


1920. 
Mar. 17 
Mar. 20 




1.85 


*i."85* 


1.85 


1.85 


1.85 


"i*85' 


1.85 


3.35 


May 13 
May 14 
May 26 
July 13 
July 14 
July 15 
















2.25 
















2.00 



















2.36 

• 
















2.10 
2.35 
















2.00 


• •••••< 

2.00 




2.00 


2.00 


"2.'66' 


2.25 


2.40 


"i*36' 


2.25 


2.40 




3.60 






2.12 
2.25 
















2.47 
2.60 




Aug. 1 























































^ Prices are for San Francisco refinery points. 

* Price advances May 1, 1918. made at tne request of Federal Fuel AdminJstratioa. 

• GanuneiDcing Aug. 20 no prices made by Standard Oil Co. at Los Angeles. 
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Table 6. — Monthlp a/oerage prices of heavy crude petroleum at wells and fuel 
oU at San Francisco Bay refineries, and the excess of fuel oU prices over crude 
prices, 191Jhi920. 

[Per barrel of 42 gallons.] 



January.... 
February.. 

March. 

April 

May 

June 

July 

August 

September. 
October. . . . 
November. 
December. 



January.. 
February. 
March.. . 

AprU 

May 

June 

July. 



August..... 
September. 
October..., 
November. 
December. 



January 

February.. 

March 

April 

May 

June 

July 

August 

September. 

October 

November. 
December.. 



January.... 
February.. 

March 

April 

May 

June 

July 

August..... 
September. 

October 

November . 
December.. 



January.... 
February.. 

March 

April 

May 

June 

July 

August.... 
September. 
October.... 
November. 
December.. 



Year and month. 



1914. 



1915. 



1916. 



1917. 



1918. 



Heavy 

crude at 

wells, San 

Joaquin 

Valley. 



$0,370 
.400 
.400 
.400 
.400 
.400 
.400 
.400 
.400 
.377 
.375 
.375 



.375 
.375 
.375 
.376 
.376 
.336 
.326 
.825 
.325 
.336 
.384 
.404 



.430 

.478 
.530 
.580 
.580 
.'580 
.620 
.630 
.648 
.680 
.697 
.730 



.730 
.730 
.730 
.730 
.764 
.870 
.980 
.980 
.980 
.980 
.980 
.980 



.980 

.980 

.980 

.980 

1.230 

1.230 

1.230 

1.230 

1.230 

1.230 

1.230 

1.230 



Fuel oil, 
San Fran- 
cisco Bay 

refinery. 



ia820 
.850 
.850 
.850 
.850 
.850 
.850 
.770 
.750 
.740 
.700 



.700 
.700 
.700 
.700 
.700 
.700 
.700 
.680 
.650 
.670 
.710 
.760 



.800 

.850 

.900 

.900 

.900 

.950 

.970 

1.000 

1.020 

1.060 

1.070 

1.160 



1.170 
1.200 
1.200 
1.200 
1.270 
1.340 
1.460 
1.460 
1.460 
1.450 
1.450 
1.450 



1.460 
1.460 
1.450 
1.480 
1.600 
1.600 
1.600 
1.600 
1.600 
1.600 
1.600 
1.600 



Excess of fuel oil prices. 



San Fran- 
cisco Bay 
refineries 
over heavy 
<»xide. 



ia450 
.450 
.450 
.460 
.450 
.450 
.450 
.370 
.350 
.363 
.325 
.325 



.325 
.325 
.325 
.325 
.325 
.365 
.375 
.355 
.325 
.335 
.326 
.366 



.370 
.372 
.370 
.320 
.320 
.370 
.350 
.370 
.372 
.370 
.373 
.420 



.440 
.470 
.470 
.470 
.506 
.470 
.470 
.470 
.470 
.470 
.470 
.470 



.470 
.470 
.470 
.500 
.370 
.370 
.370 
.370 
.370 
.370 
.370 
.370 



Seattle over 
San Fran- 
cisco Bay 
refineries. 



iai50 
.160 
.150 
.150 
.150 
.150 
.140 
.150 
.150 
.150 
.150 
.150 



.IGFO 
.100 
.Itk) 
.100 
.IflPO 
.100 
.100 
.160 
.170 
.200 
.190 



.200 
.170 
.200 
.200 
.200 
.160 
.190 
.200 
.200 
.200 
.200 
.200 



.180 
.150 
.160 
.150 
.160 
.160 
.160 
.150 
.160 
.150 
.160 
.150 



.160 
.170 
.190 
.240 
.270 
.270 
.270 
.250 
.250 
.250 
.250 
.270 
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Table 6. — Monthly average prices of heavy crude petroleum, etc. — Continued. 



Year and month. 



1919. 

January 

February 

March 

April 

May 

June 

July 

August 

September 

OCTober 

November 

December 

1020. 

January 

February , 

March 

AprU 

May 

June 

July 

August 

September 

October 

November 

December 



Heavy 

crude at 

wells, San 

Joaquin 

VaDey. 



$1,230 
1.230 
1.230 
1.230 
1.230 
1.230 
1.230 
1.230 
1.230 
1.230 
1.230 
1.230 



1.230 
1.230 
1.350 
1.480 
1.480 
1.480 
1 563 
1.600 
1.600 
1.600 
1.600 
1.600 



Fuel oil 
San Fran- 
cisco Bay 

refinery. 



$1,600 
1.600 
1.600 
1.600 
1.600 
1.600 
1.600 
1.600 
1.600 
1.600 
1.600 
1.600 



1.600 
1.600 
1.720 
1.850 
1.850 
1.850 
1.938 
2.000 
2.000 
2.000 
2.000 
2.000 



Excess of fuel oil prices. 



San Fran- 
cisco Bay 
refineries 
over heavy 
crude. 



10.870 
,370 
.370 
.370 
.370 
.370 
.370 
.370 
.370 
.370 
.370 
.370 



.370 
.370 
.370 
.370 
.370 
.370 
.375 
.400 
.400 
.400 
.400 
.400 



Seattle over 
San Fran- 
cisco Bay 
refineries. 



$0,250 
.250 
.250 
.250 
.250 
.250 
.250 
.250 
.260 
.250 
.250 
.250 



.260 
.250 
.250 
.250 
.340 
.340 
.310 
.250 
.250 
.250 
.260 
.250 



Table 7. — Distribution by cities of service stations otmed and operated by three 
of the large marketing com^fandes in the Pacific coast territory, January 1, 
192a, 



Arizona:, Tucson. 
California: 

Alameda 

Anaheim 

Baden 

Bakersfield. . 

Berkeley 

Burlingame.. 

Chico 

Coalinga 

Coming 

Fresno 

Gait 

Gilroy 

Hanford 

Hayward 

Lodi 

Long Beach. 

Los Angeles. 

Marysville.. 

Merced 

Modesto 

Monterey — 

Napa 

Niles 

Oakland 

Ontario 

Palo Alto... 

Pomona 

Pasadena... 

Petaluma... 

Porterville.. 

Bedding 



Location. 



Associ- 
ated. 



1 
5 
1 



2 
1 
1 
2 
14 



1 
2 



Standard. 



38 



15 



Union. 



1 
1 

l 

'i 
'i 



Total. 



1 

1 
1 
1 
6 
2 
1 
1 
1 

10 
1 
1 
1 
2 
2 
1 

39 
4 
2 
3 
2 
3 
2 

33 
1 
1 
1 
2 
2 
4 
1 
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Table l.-^BUtHbutUm hy cities of service stations, etc, — Ck>ntinued. 



Location. 


Associ- 
ated. 


Standard. 


Union. 


Total. 


California— CaatiniMd. 

Redwood 




16 




1 


Ri<^nioind ....^.-.^.^, -,-.-,-.,, --,,.. 






1 


RiTorside 




. 


2 


BftCrammtO -,.,.,,-,,-,-,-r-,-rx.- r x r .»., 


7 


1 


17 


Balinas r 


1 









1 


Ran DImo ,-t - 






5 


Sftn FrandflCO. ...r-.-r-^^, r,, -.-. r r,T.. 


14 

7 


4 
2 


34 


Ban JoM .T.rr- 


15 


Ban Jnan Oanlstrano- -.,,.-.. * 


1 


Bflm Tjoandro 




1 
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Tablb 12. — Domestic sales of qas oil in the Pacific coast marheHng territory y by the 
principal marheting companies, by States^ 1914rJune SOf 1919, and total domestio 
and export sales, 1914^-1919, 



state «nd year. 



Aiizona: 

1914 

1916 

1916 

1917 

1918 

19191.... 
California: 

1914 

1915 

1916 

1917 

1918 

19191.... 
Ntvada: 

1914 

1915 

1916 

1917 

1918 

19191.... 
Oregon: 

1914 

1915 

1916 

1917 

1918 

19191.... 
Washington: 

1914 

1915 

1916 

1917 

1918..^.. 

19191.... 



Total Ave States: 

1914 

1915 

1916 

1917 

1918 

19191 



Alaska: 

1918 

Hawaii: 

1914 

1915 

1916 

1917 

1918 

1919» 

Other domestic: 

1915 

1916 

1917 

1918 

19191 



Total domestio: 

1914 

1915 

1916 

1917 

1918 

1919 



Exports: 
1914. 
1915. 
1916. 
1917. 
1918. 
1919. 



Standard. 



Gallons. 



1.852,968 
3:459,142 
2,978,892 
3,005,896 
JL 882, 512 
2,015,160 

23,940,588 
12,919,326 
16,201,542 
15,783,986 
10,034,094 
3,ff72,730 

28,772 
344,400 
200,472 
180,798 
206,766 
904,890 

415,296 
427,518 
256,008 
865,452 
1,026,306 
190,200 

2,748,900 
2,009,668 
2,308,242 
3,282,342 
3,309,012 
2,513,238 



28,481,544 
18,160,044 
22,126,146 
23,127,384 
17,068,780 
9,205,306 



91,644 

336 

1,344 

27,258 

133,644 

865,368 

813,706 



28,481,880 
18,161,888 
22,183,404 
23,261,028 
18,415,782 
21,683,046 



1,231,062 
605,010 
572,370 
3,581,802 
2,745,330 
2,238,726 



Per 
cent. 



loao 

86.3 
04.4 
96.6 
9&9 
9&7 

loao 

76w0 
87.1 
77.6 
61.9 
54.0 

100.0 
100.0 
100.0 
100.0 
17.2 
74.2 

100.0 

87.4 

4a4 

67.6 
71.5 

58.7 

100.0 
54.4 
56.7 
54.7 
53.6 
67.6 



100.0 
74.5 
82.2 
74.7 
68.1 
66.0 



loao 

100.0 
.1 

loao 

100.0 
100.0 
100.0 



Union. 



G«*»»- is. 



390,348 

176,136 

130,137 

31,408 

26,648 



4,076,100 
2,401,422 
4,576,244 
1,788,645 
552,220 



726,238 
186,615 



61,404 
378,681 
414,165 
345,023 
111, — 



1,687,182 
1,835,206 
2,714,200 
2,863,190 
1,206,260 



6,215,034 
4,791,444 
7^843,746 
5,754,588 
2,062,681 



100.6 
69.1 
76.7 

Tao 
oao 

39.0 



100.0 
99.1 
26.9 
78.4 
66.7 
56.9 



068,818 



946,218 
2,325,065 
2,109,660 
1,338,532 

511,613 



8,120,070 
7^116,409 
9,963,306 
7,093,120 
5,468,820 



6,418 

1,556,024 

964,236 

977,634 

1,697,010 



13.7 

5.6 

4.4 

.9 

1.8 



24.0 
12.9 
22.5 
110 

8.3 



6a3 

15.8 



12.6 
50.6 
82.4 
24.0 
32.9 



45.6 
43.3 
46.3 
46.4 
32.4 



26.5 
17.8 
26.3 
20.2 
16.0 



99.9 



100.0 
100.0 
100.0 
100.0 
100.0 



30.9 
24.3 
30.0 
23.5 
9.8 



.9 
73.1 
21.6 
23.7 
43.1 



SheU. 



Oallons. 



6,474 



4,890,208 
2)406,852 



270,438 
128,433 



63,818 
28,438 



4,730,983 
2,653,723 



4,730,033 
5,688,737 



393,365 



Per 
cent. 



.2 



27.1 
37.7 



22.5 

ia6 



4.5 
8.4 



16.7 
19.0 



15.6 
10.2 



0.6 



Total 
gallons. 



1,352,968 
2,849,400 
3,155,028 
3,144,993 
8,420,478 
2,041,806 

23,040,688 
16,995,426 
18,602,964 
20,360,180 
16,212,047 
6,621,802 

23,772 

344,400 

200,472 

180,796 

1,203,48/7 

1,219,938 

415,296 
488,922 

685,679 
1,279,617 
1,435,237 

339,626 

2,748,900 
3,090,840 
4,233,447 
5,996,542 
6,172,202 
3,718,488 



28,481,644 
24,376,078 
26,017,600 
30,971,130 
28,444,301 
13,941,662 



91,644 

336 
960,162 
27,268 
133,644 
366,368 
813,706 

946,218 
2,326,066 
^109,660 
1.338,532 

611,613 



28,481,880 
26,281,468 
29,269,903 
33,214,424 
30,239,835 
« 65,692, 133 



1,231,062 
610,428 
2,127,400 
4,666,038 
4,116,320 
3,935,736 



Grand total: Gallons. 

1914 29,712,942 

1915 26,891.886 

1916 31,397;303 



Grand total: Gallons. 

1917 37,780,462 

1918 34,366,164 

1919 S69,627,869 



iFlrst six months. * Includes General Petroleum Corporation 22,851,630 gallons, or 41 per cent of totaL 
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Table 14. — Monthly average retail prices of ga^oUne at San Francisco, Portland, 
and Seattle, with index immbers {January, 1914^100), 19H-1921. 



Date. 



1914 

January 

Febraary 

March 

AprlL 

May : 

June 

July 

August 

September 

October 

November 

I>ecraibeHr 

1916 

January 

February 

March 

ApriL 

May 

June 

July 

August 

September 

October.. 

November 

DeoembOT 

1916 

January. 

February 

March 

ApriL 

May 

June...* 

July 

August 

September 

October 

November 

December 

1917 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 

1918 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 



Average retail market price of gasoline. 


Per gallon. 


Index number. 


San Fran- 
cisco. 


Seattle. 


Portland. 


San Fran- 
cisco. 


Seattle. 


Portland. 


10.155 


$0,108 


10.160 


100 


100 


100 


.155 


.160 


.160 


100 


100 


100 


.155 


.160 


.160 


100 


100 


100 


.155 


.160 


.160 


100 


100 


100 


.153 


.158 


.158 


99 


99 


99 


.150 


.155 


.155 


97 


97 


97 


.145 


.150 


.150 


94 


94 


04 


.145 


.150 


.150 


94 


94 


04 


.137 


.142 


.142 


88 


89 


89 


.132 


.137 


.137 


85 


86 


86 


.125 


.130 


.130 


81 


81 


81 


.125 


.130 


.130 


81 


81 


81 


.125 


.130 


.130 


81 


81 


81 


.115 


.120 


.120 


74 


75 


75 


.115 


.120 


.120 


74 


76 


75 


.115 


.120 


.120 


74 


75 


75 


.115 


.120 


.120 


74 


75 


76 


.115 


.120 


.120 


74 


75 


75 


.111 


.116 


.110 


72 


73 


73 


.110 


.115 


.115 


71 


72 


72 


.113 


.118 


.118 


73 


74 


74 


.131 


.136 


.136 


85 


85 


85 


.141 


.146 


.146 


91 


91 


91 


.150 


.155 


.155 


97 


97 


97 


.150 


.164 


.164 


103 


103 


108 


.173 


.178 


.178 


112 


111 


111 


.180 


.185 


.185 


116 


116 


116 


.188 


.193 


.193 


121 


121 


121 


.190 


.195 


.195 


123 


122 


122 


.190 


.195 


.195 


123 


122 


122 


.190 


.195 


.195 


123 


122 


122 


.190 


.195 


.205 


123 


122 


128 


.190 


.195 


.205 


123 


122 


128 


.190 


.195 


.205 


123 


122 


128 


.190 


.195 


.205 


123 


122 


128 


.200 


, .205 


.215 


129 


128 


134 


.200 


.205 


.215 


.129 


128 


134 


.200 


.205 


.215 


120 


128 


134 


.200 


.205 


.215 


120 


128 


134 


.200 


.205 


.215 


129 


128 


134 


.200 


.205 


.211 


129 


128 


132 


.200 


.205 


.205 


129 


128 


128 


.200 


.205 


.205 


120 


128 


128 


.200 


.205 


.205 


129 


128 


128 


.200 


.205 


.205 


129 


128 


128 


.200 


.205 


.205 


120 


128 


128 


.200 


.205 


.205 


129 


128 


128 


.200 


.205 


.205 


120 


128 


128 


.200 


.205 


.205 


129 


128 


128 


.200 


.206 


.205 


120 


128 


128 


.200 


.206 


.206 


129 


120 


120 


.200 


.210 


.210 


129 


131 


131 


.200 


.210 


.210 


120 


131 


131 


.200 


.210 


.210 


120 


181 


131 


.200 


.210 


.210 


120 


131 


131 


.204 


.214 


.214 


132 


134 


134 


.205 


.215 


.215 


132 


134 


134 


.205 


.215 


.215 


132 


134 


134 


.205 


.215 


.216 


132 


134 


134 


.205 


.215 


.215 


132 


134 


134 
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Tablb 14. — Monthly average retail prices of gasoline at San Frandaco, Portland, 
and Seattle, toUh index numbers (January, 1914=^100), 191J^1921 — Oon. 



Dftte. 



1919 

January 

February 

March 

April 

ifty 

June 

July 

August 

September 

Oct^er 

N oveniber 

December 

1920 

January 

February 

March. 

April 

May 

June 

July 

August 

September 

October 

November 

December 

1921 

Jamxary 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 



Average retail market price of gas<dlne. 



Per gallon. 



SanFran- 
dsco. 



ia205 
.205 
.205 
.205 
.206 
.212 
.215 
.215 
.215 
.215 
.215 
.215 



.215 
.215 
.225 
.235 
.235 
.235 
.23{i 
.264 
.270 
.270 
.270 
.270 



.270 
.270 
.270 
.270 
.258 
.260 
.260 
.231 
.230 
.230 
.230 
.230 



Seattle. 



ia216 
.215 
.215 
.215 
.215 
.222 
.225 
.225 
.225 
.225 
.225 
.226 



.226 
.226 
.235 
.2i5 
.2i5 
.2i5 
.246 
.274 
.280 
.280 
.280 
.280 



.280 
.280 
.280 
.280 
.268 
.260 
.260 
.261 
.260 
.260 
.260 
.260 



Portland. 



ia215 
.215 
.220 
.226 
.226 
.232 
.235 
.235 
.235 
.235 
.235 
.242 



.260 
.260 
.260 
.270 
.265 
.266 
.266 
.284 
.280 
.280 
.200 
.200 



.280 
.200 
.300 
.300 
.287 
.280 
.280 
.261 
.260 
.260 
.260 
.260 



Index number. 



San Fran- 
cisco. 



132 
132 
132 
132 
132 
137 
138 
130 
139 
130 
130 
139 



139 
139 
146 
162 
162 
162 
162 
170 
174 
174 
174 
174 



174 
174 
174 
174 
106 
161 
161 
149 
148 
148 
148 
148 



Seattle. 



134 
134 
134 
134 
134 
139 
141 
141 
141 
141 
141 
141 



141 
141 
147 
163 
163 
163 
163 
171 
176 
176 
176 
176 



176 
175 
176 
175 
168 
163 
163 
157 
166 
166 
166 
156 



Portland. 



134 
1S4 
188 
141 
141 
146 
147 
147 
147 
147 
147 
161 



165 
165 
163 
109 
156 
169 
169 
178 
181 
181 
181 
181 



181 
181 
188 
188 
179 
175 
175 
153 
103 
153 
163 
163 
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Table 15. — Monthly average wholesale tanh-vjogon yprioea of gasoline at San 
Francisco and Kansas City, with index nmnbers (January, 1914^100), 
191Jhl921. 



Month. 



January... 
Februfuy. 

Karch 

April 

May 

June 

July 

August 

September 
October. . . 
November 
Deoembw. 



January... 
February. 

March 

April 

May ^. 

June 

July 

August 

September 
October... 
November, 
Deofflnber. 



January... 
February. 

March 

April 

MAy 

June 

July 

August . . . 
September 
October. . . 
November 
December. 



January... 
February. 

March 

ApriL 

May 

June 

July 

August 

September 
October. . . 
November 
December. 



1914. 



SanFnmciBOo. 



Per 
gallon. 



10.146 
.145 
.146 
.146 
.143 
.140 
.136 
.135 
.127 
.122 
.105 
.105 



Index 
No. 



100 

100 

100 

100 

99 

97 

93 

98 

88 

84 

72 

72 



City. 



Per 
gallon. 



10.140 
.135 
.135 
.130 
.125 
.120 
.108 
.103 
.103 
.103 
.103 
.103 



Index 
No. 



100 
96 
96 
93 
89 
86 
77 
74 
74 
74 
74 
74 



1916. 



.139 


96 


.158 


.153 


106 


.168 


.160 


110 


.168 


.168 


116 


.178 


.170 


117 


.178 


.170 


117 


.178 


.170 


117 


.178 


.170 


117 


.178 


.170 


117 


.168 


.170 


117 


.158 


.170 


117 


.148 


.180 


124 


.148 



113 
120 
120 
127 
127 
127 
127 
127 
120 
113 
106 
106 



1918. 



.180 


124 


.203 


.180 


124 


.203 


.180 


124 


.203 


.180 


124 


.203 


.180 


124 


.218 


.180 


124 


.218 


.180 


124 


.218 


.184 


128 


.?23 


.185 


128 


.223 


.185 


128 


.223 


.185 


128 


.223 


.185 


128 


.223 



145 
145 
146 
145 
156 
156 
156 
159 
159 
159 
159 
159 



1920. 



.195 


134 


.216 


.195 


134 


.231 


.205 


141 


.243 


.215 


148 


.252 


.215 


148 


.252 


.215 


148 


.262 


.215 


148 


.262 


.244 


168 


.262 


.250 


172 


.265 


.250 


172 


.265 


.250 


172 


.265 


.250 


172 


.265 



154 
165 
174 
180 
180 
187 
187 
187 
189 
189 
189 
189 



1915. 



San Frandsoo. 



Per 
gallon. 



10.105 
.095 
.095 
.095 
.095 
.095 
.091 
.090 
.093 
.111 
.121 
.130 



Index 
No. 



72 
66 
66 
66 
66 
66 
63 
62 
64 
77 
83 
90 



Kansas City. 



Per 
gallon. 



10.103 
.103 
.098 
.098 
.098 
.098 
.088 
.088 
.068 
.108 
.118 
.138 



1917. 



.180 


124 


.168 


.180 


124 


.183 


.180 


124 


.183 


.180 


124 


.183 


.180 


124 


.193 


.180 


124 


.193 


.180 


124 


.193 


.180 


124 


.193 


.180 


124 


.203 


.180 


124 


.203 


.180 


124 


.203 


.180 


124 


.203 



1919. 



.185 


128 


.223 


.185 


128 


.223 


.185 


128 


.223 


.185 


128 


.223 


.185 


128 


.223 


.192 


132 


.223 


.195 


134 


.215 


.195 


134 


.213 


.195 


134 


.213 


.195 


134 


.213 


.195 


134 


.213 


.195 


134 


.214 



1921. 



.250 


172 


.249 


.250 


172 


.210 


.250 


172 


.210 


.250 


172 


.210 


.238 


164 


.185 


.230 


159 


.183 


.230 


159 


.167 


.211 


146 


.158 


.210 


145 


.167 


.210 


145 


.158 


.210 


145 


.178 


.210 


145 


.182 



Index 
No. 



74 
74 

70 
70 
70 
70 
63 
63 
63 
77 
84 
99 



120 
131 
131 
131 
138 
138 
138 
138 
145 
145 
145 
145 



159 
159 
159 
159 
159 
159 
154 
152 
152 
152 
152 
153 



178 
150 
150 
150 
132 
131 
119 
113 
112 
113 
127 
130 
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Tabls 1^ — Monthly averoffe wholesale Umk-wu^gon prices of kerosene at San 
Francisco and Kansas City^ with index numbers {January, 1914=100) ^ 
191Jhl921, 



Date. 



1914 
January... 
February. 

March 

ApriL 

M& 

June 

July 

August — 
September 
October. . . 
November. 
December. 

1916 
January... 
February.. 

March 

April 

May 

June 

July 

August 

September 
October... 
November. 
DecembcflT. 

1918 
January... 
February.. 

Mardi 

April 

May 

June 

July 

August 

September 
October... 
Novembeff. 
Decembeor. 

1920 
January.. 1. 
February., 

March 

April 

May 

June 

July 

August 

September 
October... 
November. 
December. 



San Francisco. 

• 


Kansas City. 


Per 


Index 


Per 


Index 


gallon. 


num- 
ber. 


gallon. 


num- 
ber. 


10.090 


100 


10.065 


100 


.090 


100 


.065 


100 


.090 


100 


.065 


100 


.090 


100 


.065 


100 


.090 


100 


.060 


92 


.090 


100 


.060 


92 


.090 


100 


.063 


82 


.090 


100 


.063 


82 


.090 


100 


.053 


82 


.090 


100 


.063 


82 


.090 


100 


.osa 


82 


.090 


100 


.063 


82 


.090 


100 


.063 


97 


.000 


100 


.063 


97 


.090 


100 


.063 


97 


.090 


100 


.068 


105 


.090 


100 


.068 


105 


.090 


100 


.068 


106 


.090 


100 


.068 


105 


.090 


100 


.063 


07 


.090 


100 


.058 


80 


.090 


100 


.058 


89 


.000 


100 


.063 


82 


.090 


100 


.053 


82 


.090 


100 


.093 


143 


.090 


100 


.093 


143 


.090 


100 


.093 


148 


.090 


100 


.093 


143 


.090 


100 


.103 


158 


.090 


100 


.103 


158 


.090 


100 


.103 


158 


.094 


104 


.108 


166 


.095 


100 


.108 


166 


.095 


106 


.108 


166 


.095 


106 


.108 


166 


.005 


106 


.108 

• 


166 


.125 


139 


.150 


231 


.125 


139 


.156 


240 


.130 


144 


.164 


252 


.135 


150 


.166 


255 


.135 


150 


.166 


255 


.135 


150 


.176 


271 


.155 


172 


.176 


271 


.165 


183 


.176 


271 


.165 


183 


.176 


269 


.165 


183 


.172 


265 


.165 


183 


.172 


265 


.165 


183 


.172 


265 



Date. 



1915 
January. . . 
Februarj'. 

March 

April 

May 

June 

July 

August 

September 
October... 
November 
December. 

1917 
January... 
February. . 

March 

April 

May 

June 

July 

August 

September 
October... 
November 
December. 

1919 
January... 
February. 

March 

April 

May 

June 

July 

August 

September 
October. . . 
November 
December. 

1921 
January. . . 
February. 

March 

April 

May 

June 

July.:.... 

August 

September 
October... 
November 
Deoembeo'. 



San Frandsoo. 



Per 
gallon. 



10.090 
.090 
.090 
.090 
.090 
.090 
.090 
.000 
.090 
.090 
.090 
.090 



.090 
.090 
.090 
.090 
.090 
.090 
.090 
.090 
.090 
.090 
.090 
.090 



.095 
.095 
.105 
.115 
.115 
.115 
.125 
.125 
.125 
.125 
.125 
.125 



.165 
.166 
.166 
.165 
.165 
.146 
.145 
.145 
.145 
.145 
.145 
.145 



Index 
num- 
ber. 



100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 



100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 



106 
106 
117 
128 
128 
128 
139 
139 
139 
139 
139 
139 



183 
183 
183 
183 
183 
162 
161 
161 
161 
161 
161 
161 



Kansas City. 



Per 
gallon. 



10.048 
.048 
.048 
.048 
.043 
.043 
.043 
.043 
.048 
.053 
.068 
.063 



.058 
.068 
.068 
.068 
.073 
.073 
.073 
.073 
.083 
.083 
.083 
.093 



.108 
.108 
.108 
.108 
.112 
.118 
.126 
.128 
.131 
.138 
.138 
.139 



.166 
.124 
.125 
.125 
.095 
.091 
.075 
.075 
.075 
.086 
.102 
.105 



Index 
num- 
ber. 



74 
74 
74 
H 
^ 
66 
66 
66 
74 
82 
89 



105 
105 
105 
112 
112 
112 
112 
128 
128 
128 
143 



166 
166 
166 
166 
172 
182 
194 
197 
202 
212 
212 
214 



255 
191 
192 
192 
146 
140 
115 
115 
115 
132 
157 
161 
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